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THE POLITICAL ARITHMETIC OF HONGKONG 


By Edward Szczepanik 


(Senior Lecturer in Economics, University of Hongkong) 


Editor’s Note: This is the concluding article in the 
series of Mi. Szezepanik’s Studies in the Economic Struc- 
ture of Hongkong, which were published in this Review 
on October 28th, November 11th and December 16th 
1954; July 17th, September 29th and December 29th 
1955; July 5th, November 22nd and December 20th 
1956; February 28th and April 4th 1957. We are 
pleased’ to announce that Mr. Szezepanik’s book, incor- 
porating and developing most of his findings and views 
presented in this series, will be published soon by the 
Royal Institute of International Affairs under the title 
The Economic Growth of Hongkong. 


1. GENERAL PICTURE OF POSTWAR ECONOMIC 
GROWTH 


The first postwar decade, 1945-1955, during 
which the industrial revolution took place in Hong- 
kong, can be divided roughly into the following 
four periods: 

(i) The reconstruction 
period of 1945-1947; 

(ii) The initial phase of rapid industrialisa- 
tion, 1947-1951; 

(iii) The trade depression of 1951-1953; 

(iv) The industrial upswing of 1953-1955. 

During the first period the Colony was re- 
covering from war-destruction, the population was 
returning from the Mainland, industry was rehabi- 
litated, trade connections were re-established and 
all signs indicated that Hongkong would soon re- 
vert to its prewar position of one of the most im- 
portant entrepot centres in the Far East. Then, 
as conditions were just about to settle “back to 
normal”, political events in China brought into the 
Colony a large wave of new labour, capital and 
entrepreneurial skill. It was during this second 
phase that rapid industrialisation began. The 
outbreak of the Korean war retarded this process, 
because the new speculative trade opportunities 


and _ rehabilitation 


attracted a considerable part of the Colony’s in- 
ternal resources, while political uncertainty pro- 
duced an outflow of some capital abroad. In 1951 
the United Nations embargo delivered a heavy blow 
to entrepot activities, and the refugees showed no 
signs of leaving. These were the two main histori- 
cal reasons which from 1953 onwards speeded up 
the process of industrialisation resumed or begun 
during the first postwar years. The rate of econo- 
mic growth was again accelerated; and by 1955 the 
Colony was showing all the signs of entering the 
new phase of “self-sustained growth”, to use a 
Rostowian expression.* 

The following table provides a general picture 
of the eccnomic growth of Hongkong from 1947/48 
till 1954/55 in terms of national income and other 
relevant magnitudes. 

Table 1 
(HK$ million) 


Net Domestic Net Domestic Total Gross Real 
Fiscal Product at Product at Revenue Capital 
year Factor Cost Factor Cost of the Formation 
(current prices) (1947/48 prices) Government (current prices) 
1947/48 1,564 1,564 164 95 
1948/49 1,775 1,707 195 149 
1949/56 2,330 2,100 264 226 
1950/51 2,800 2,300 292 183 
1951/52 2,800 2,200 309 160 
1952/53 3,200 2,500 385 295 
1953/54 3,600 2,800 397 234 
1954/55 4,000 3,250 434 318 


Sources: R. A. Ma and E. F. Szezepanik: The National In- 
come of Hongkong, supplemented by revised data 
published in the Far Eastern Economic Review of 
November 22nd, 1956 (Edward Szczepanik: An Exer- 
cise in the Computation of Hongkong’s National Pro- 
duct). It should be obvious that most of these data 
are only rough estimates, subject to further revision. 

* Cf. W. W. Rostow: The Take-off into self-sustained 
Growth: The Economic Journal, June 1956. 
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Among the four phases of Hongkong’s post- 
war economic growth, the first (postwar recovery) 
is interesting in so far as it prepared the ground 
for the subsequent industrial take-off. Unfor- 
tunately, lack of statistical data prevents. any at- 
tempt at quantitative estimates of the rates of 
growth during this early period. For this reason, 
a more detailed analysis must begin with the initial 
phase of industrialisation, from 1947/48 to 1950/51. 

The position of the economy in 1947/48 may 
be characterised by a Net National Product (at 
Factor Cost) approximately equal to HK $ 1,600 
million. By 1950/51 the Net National Product of 
the Colony increased to about HK$2,800 million 
(HK$2,300 million in 1947/48 prices). During four 
years, therefore, the nominal National Product in- 
creased by about 75% giving an average rate of 
grcwth cqual to 19% per annum. The rate of 
growth in real terms amounted to 44% over 4 years, 
i.e. 10 to 11% p.a. on the average. In the words 
of Harrod, “without any great revolution G (rate 
of national income growth) might easily change 
from 2 to 6 per cent.’”* But an average increase of 
national income exceeding 10% p.a. in real terms 
should be regarded as a revolutionary change. 

The Korean boom of 1950-1951 had manifold 
effects on the economy of Hongkong. A speculative 
rise in prices almost produced a balance of the 
value of imports and exports in 1950, and in 1950/51 
the total volume of trade reached its postwar peak. 
The Colony was at a peak of prosperity. However, 
attractive gains in foreign trade retarded the rate 
of industrialisation. Even building activity was 
at a comparatively low level. Then came. the 
slump resulting from the imposition of the em- 
bargo. As a result, between 1950/51 and 1951/52 
the national income in real terms declined by about 
4%. Depression began to spread, the excess of 
imports over exports increased from HK § 254 
million tc HK $ 658 million, ie. from 9% to 24% 
of the national income, and capital was leaving the 
Colony in: pursuit of more profitable and safer ‘in- 
vestment abroad. 

It was in this situation that another source for 
financing the industrial growth of Hongkong be- 
came available as the entrepot traders switched to 
industrial investment, Stocks of goods were liqui- 
dated, sometimes at considerable loss, and profits 
accumulated during the Korean boom were directed 
to new industrial] enterprises. Building construc- 
tion also absorbed. a large part of these funds, and 
real capital formation rose from HK$160 million 
in 1951/52 to HK$295 million in 1952/53.. The 
rate of money income growth went up to about 
14% because of the, multiplier-effects of the invest- 
ments. In order to provide the necessary capital 
goods in this new phase of industralisation, re- 
tained imports had to increase considerably and in 
1952/53 the excess of imports over exports rose to 
HK$1,010 million, ie. about. 31% of the national 
income, from 24% in the preceding year. 


* Cf. R. F. Harrod: Towards a Dynamic Economics, ip, 79. 
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Between 1953 and 1955. the economy adjusted 
itself to the low level of entrepot trade, and the 
switch to manufacturing industries as the main 
source of the national income became an accom- 
plished fact. A major factor during the early part 
of this period was the war in Indochina which, com- 
bined with the political tension in the Straits of 
Formosa, produced a situation of uncertainty in the 
Far East. In spite of this, industrialisation was 
progressing, favoured by some influx of capital 
from Indochina and other neighbouring countries, 
and the rate of growth of the national income 
amcunted to 12% per annum. The industrial 
foundations of the Colony were thus further streng- 
thened and widened, and a year later the returns 
began to come in, through a substantial increase in 
the export of local products. Simultaneously, 
gradual political stabilisation in the Far East gave 
rise to an increased flow of capital into Hongkong 
as the industrial expansion began to attract inves- 
tors from abroad, mainly from Singapore, Indo- 
china and the Philippines. 

The best signs of prosperity were the increase 
in real capital formation from HK $ 234 million in | 
1953/54 to HK § 318 million in 1954/55, and the 
increase of the Government’s revenue from HK $ 
397 million to HK $ 434 million during the same 
period. According to the estimates presented in 
Table 1, the national product of the Colony in 
1954/55 amounted to approximately HK §$ 4,000 
million, about one-third of it being derived from 
manufacturing industry. The national output per 
head reached the figure of appreximately HK $ 
1,700 per annum, theequivalent of US $ 300 or £106, 
one of the highest in the Far East.t 

To a considerable extent, this high level of 
Hongkong’s econcmic prosperity has been due to 
the process of industrialisation. But the picture 
would be distorted if we did not stress the impor- 
tance of the recent recovery in entrepot trade, par- 
ticularly in 1955-1956. A most significant feature 
of this recovery was the change-in the composition 
and direction of Hongkong’s entrepot trade. The 
principal items of entrepot trade are now textiles, 
clothing, textile fibres, metal manufactures, i.e. a 
wide range of manufactured consumer goods in 
popular demand particularly all over the Far East 
and South East Asia, whereas traditional trade in 
Chinese products such as tea, silk, vegetable oils, 
nuts, spices, oil seeds, and other vegetable and 
animal products has considerably declined at least 
in relative, if not in absolute terms. The change 
in the direction of trade is best illustrated by the 
decline of the Colony’s exports to China to about 
4% of Hongkong’s total exports in 1956 whereas 


+ In 1952-54 the annual average per capita net national 
product amounted to US$310 in Malaya, 190 in Japan, 
150 in the Philippines, 110 in Ceylon, 80 in Thailand, 
70 in Korea and in Pakistan, 60 in India and 50 in 
Burma. 


Source: Per Capita National Product of Fifty-five Countries: 


1952-1954, Statistical’ Office of the United Nations, 
Statistical Papers Series E. No. 4, New York 1957. 
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only a quarter of a century ago (i.e. before the in- 
troduction of Imperial Preferences) almost 60% 
of Hongkong’s exports were sent to China. Other 
countries, such. as Indonesia, Malaya, Thailand, 
Japan, the United Kingdom, Indochina, South Korea, 
U.S.A. and various African countries have taken 
the place of China. The accompanying increase 
in the volume of the entrepot trade in recent years 
is becoming an impertant factor in financing the 
Colony’s industrial development. 


2. FINANCING THE PROCESS OF GROWTH 


One of the most interesting questions is what 
was the magnitude and origin of the investment 
involved in Hongkong’s postwar economic growth? 
It is impossible to give an exact answer but the 
calculations presented in Table 2 below provide at 
least a method of approach and rough limits within 
which a more precise solution could be found. 


The analysis is based on a modified version of 
the Harrodian “growth equation” which relates the 
rate of income growth to the rate of saving and the 
capital/output ratio, i.e. the ratio between the. in- 
crement in capital (i.e. investment) and the result- 
ing addition to output at the margin. The modi- 
fication consists in the introduction of the inflow of 
capital from abroad as the second source of finance, 
after savings. Furthermore, for statistical con- 
venience, it was necessary to separate the balance 
of trade in merchandise from the balance of 
“Invisible” items (including governmental and _ pri- 
vate transfers*) which in Hongkong have always 
been of great importance.** 


In view of the inadequacy of statistical data a 
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that the results presented in Table 2 have the 
character of tentative estimates rather than of 
statistical series. The rate of saving has been as- 
sumed as equal to about 10% of the national in- 
come. The estimation of the capital/output ratio 
presented great difficulties. According to available 
studies, it is usually a fairly stable, technically de- 
termined coefficient, normally fluctuating between 
2 and 4, but there are large discrepancies in its 
value between various countries and industries. No 
studies of capital/output ratio in Hongkong have 
yet been undertaken but the present writer has ex- 
perimented with several hypothetical values of this 
coefficient and came to the conclusion that the 
assumption of it being equal to 2 is the most plau- 
sible one. Such a low capital /output ratio seems 
to reflect the fact that quick returns were the main- 
spring and sine qua nen of investment in the 
Colony.t 


* Governmental transfers on the whole produced a nega- 
tive balance during the period under consideration as 
most of the surpluses and various reserve funds were 
being invested abroad. Private transfers on current 
account, consisting chiefly of aid to families in China, 
were also negative. 


No allowance was made for the trade in gold. Con- 
trolled gold and specie movements in Hongkong do not 
show any significant import or export surpluses. It is 
impossible to estimate the smuggling. 


+ Cf. E. F. Szezepanik: The Cost of Living in Hongkong, 
H.K.U. Press 1956; R. A. Ma and E. F. .Szczepanik: 
The National Income of Hongkong, H.K.U. Press 1955. 
Closer estimates of the rate of saving are unobtainable 
because of the importance of unincorporated enterprises 
in the Colony’s national income. 


The author is fully aware of the need for statistical 
verification of the value of this coefficient and for sec- 
torial analysis which is the subject of his planned future 
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number of assumptions had to be introduced so research. 
TABLE 2 
F 
Inflow of capital 
b from abroad, plus 
Initial G Balance of net balance Net 
income of Rate of trade (excess ft of invisible B balance of 
the period income of imports Fasa earnings, plus Balance of payments 
Period (HK$ million, growth over exports) percen- net balance of trade (excess (HK$ 
(fiscal years) round figures) (%) Gc GC-s as a percentage tageof governmental & of imports million, 
(7) (%) of income income private transfer over exports, rounded 
(HK$ million) HK$ million) figures) 
1947/48 to 1948/49 1,600 12.5 25 15 26.5 41.5 700 443 200 
1948/49 to 1949/50 1,800 28 56 46 18.5 64.5 1,200 357 800 
1949/50 to 1950/51 2,300 18 36 26 10.0 36.0 800 253 600 
1950/51 to 1951/52 2,800 0 0 iil) 16.5 6.5 200 456 —300 
1951/52 to 1952/53 2,800 14 28 18 27.5 45.5 1,300 834 500 
1952/53 to 1953/54 3,200 12 24 14 30.5 44.5 1,400 1,044 400 
1953/54 to 1954/55 3,600 12 24 14 28.5 42.5 1,500 1,089 400 
Note to Table 2 G = rate of income growth, 
In applying the formula: f = GC — s +b, the follow- © = capital/output ratio, 
ing values were assumed: C = 2, s = 10%. The estimated 3 =o rate of saving 
rates of national income growth, G, were calculated from 2 ait ; 
Table 1. Balance of trade figures were taken from the b = balance of trade (excess of imports over exports) as 


official Trade Statistics and then calculated as fractions of 
national income (b). 

The formula is derived from the Harrodian growth 
equation, GC = s, which, if corrected for an open economy, 
becomes GC = s — b + f, where: 


a fraction of income, 


the sum of the inflow of capital from abroad plus net 
balance of invisible earnings plus net balance of gov- 
ernmental and private transfers, expressed as a frac- 
tion of income. 


f{ = 
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Table 2 shows the tentative values of invisible 
earnings and of the inflow of capital from abroad 
during the pericd 1947-1955. The most interesting 
conclusion resulting from the analysis of this table 
is that the average sum of invisible earnings and 
of the inflow of capital from abroad throughout this 
period amounted to about 40% of the national in- 
come. There were only two major deviations from 
this figure. One occurred between 1948/1949 and 
1949/50, when this ratio was as high as 65.%, re- 
flecting the magnitude of refugee-capital which 
arrived in the Colony at that time. The second 
opposite deviation from the average occurred be- 
tween 1950/51 and 1951/52 when this ratio fell to 
6.5% as a result of the post-Korean depression 
aggravated by the embargo, which produced an 
outflow of capital and a decline in invisible earnings. 


In absolute terms, the average annual inflow 
of capital from abroad together with invisible earn- 
ings during the period under examination amounted 
to about HK §$ 1,000 million, the equivalent of £ 65 
million. Distinction between the invisible earnings 
and the inflow of capital from abroad (if we neglect 
the balance of governmental transfers) is very diffi- 
cult, but according to a fairly uniform opinion 
prevailing in the Colony, the annual inflow of capi- 
tal was in the region of HK $ 300-600 million in 
recent years and was even larger during the period 
1948-1950. Thus the invisible earnings of the 
Colony probably amounted to about HK §$ 500 
million in 1948-1950 and to around HK § 1,000 
million in the middle fifties. 


Table 2 also shows that these two sources, in- 
visible earnings and inflow of capital from abroad, 
were large enough to finance the substantial import 
surplus of the Colony. Only during the depression 
period of 1951-52 did a net deficit in the overal! 
balance of payments occur amounting to about 
HK §$ 300 million. Otherwise, the average surplus 
of approximately HK $ 400 million (about £ 25 
million) was built up each year on the external 
payments account thus permitting the financing of 
industrial investment in both fixed and working 
capital to such an extent that the rate of growth 


a the economy had revolutionary dimensions in- 
eed. 


Finally, it appears from this analysis that the 
part played by internal savings was comparatively 
small. Approximately one-third of investment was 
financed by internal savings, the remaining two- 
thirds by capital from abroad. This stands up to 
logic and to facts. At the start of the industrialisa- 
tion process, Hongkong had a war-devastated eco- 
nomy, with a very unequal income-distribution. 
Not much more than HK $ 150 million could have 
been saved in 1947/48. As during 1947/48 about 
HK $ 95 million was invested in buildings and 
machinery, only about HK §$ 55 was left from 
savings for working capital, not enough to employ 
a labour force of more than 45,000, i.e. only a very 
small part of the total industrial labour force at 
that time. The excess of imports over exports 
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amounted to HK $ 424 million. Thus the inflow 
of capital from abroad must be added, for invisible 
earnings were probably just enough to balance the 
payments. The rest of the incoming capital went 
to finance investment in connection with the indus- 
trialisation process. This pattern, with some varia- 
tions, was roughly followed throughout the whole 
period under review. 


3. PROSPECTS FOR FUTURE GROWTH 


In spite of various inevitable deficiencies and 
inaccuracies, the above analysis makes possible 
some conclusions as to the prospects of the Colony’s 
future growth. The period of eight years of indus- 
trial revolution, 1947-1955, was characterised by a 
relatively high rate of income growth which in the 
last few years continued to be approximately 12% 
per annum. This rate of growth was possible 
thanks to a comparatively large inflow of capital 
from abroad, the substantial invisible earnings, the 
absence of inflationary tendencies and the continued 
switch from entrepot trading to manufacturing in- 
dustry. 

In view of a rate of population growth already 
exceeding 8% per annum, the minimum condition 
of economic progress in the Colony would be a rate 
of income growth equal to 4% per annum. Assum- 
ing that the capital/output ratio continues to be 2, 
the rate of saving 10%, and the import surplus as 
a fraction of national income equal to 27%, then, 
in the absence of further inflow of capital from 
abroad and assuming a balance on the govern- 
mental transfers account, the invisible earnings 
should amount to about one-quarter of the national 
income, in order to pay for the imports necessary 
to sustain the 4% rate of growth.* This is a very 
high ratio. 

This ratio could be lower, without affecting 
the Colony’s material progress, under any of the 
following conditions: 

(i) The balance of trade as a fraction of 
national income may improve. But in view of the 
shortage of raw materials in the Colony it is most 
unlikely that it will fall below 10% of national 
income, which was approximately the minimum 
value of this ratio during the 1950-51 boom. On 
this optimistic assumption the minimum equilibrium 
value of invisible earnings as a fraction of income 
would be 8%. 

(ii) The rate of saving may increase. But 
even as high an increase as from 10% to 15% would 
reduce, ceteris paribus, the normative equilibrium 


* Tf, as in Table 2, we denote: 
Rate of Income Growth = G =4%, 
Capital/output Ratio = C = 2, 
Rate of saving = s =10%, 
Import Surplus as a Fraction of Income = b = 27%, 
and the Sum of Capital Inflow from Abroad and Invis- 
ible Earnings, expressed as a Fraction of Income = f, 
then: f = GC —s + b = 4% x 2 — 10% 4 27% = 25%. 


(Continued on Page 223) 
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DHE EMOTIONAL STORM OVER CHINA 


The report that Chairman Mao Tse-tung, after his visit 
to Shanghai earlier in the month, had called a special meet- 
ing of the Political Bureau and the Standing Committee of 
the Central Committee at Tsingtao, where he is spending 
a holiday, aroused widespread interest. The report in- 
dicated that the main item on the agenda was to discuss 
the questions raised by the removal of four top Soviet 
leaders. But it may be taken for granted that just as 
much time and trouble was devoted to the question of the 
rectification campaign and to a report by Mao Tse-tung 
on his talks with leaders of various industrial, commercial, 
and intellectual circles in Shanghai. It is said the Chair- 
man informed his colleagues that he found the intellec- 
tuals and non-Communist progressive circles extremely re- 
served and sometimes even hostile to the campaign now 
being conducted against the small minority who criticised 
the Communist regime during the rectification campaign. It 
is suggested that Mao Tse-tung,; following his favourite 
technique of driving down the middle and denouncing both 
right and left deviations, insisted on the necessity of pre- 
venting deviationism and of continuing the rectification cam- 
paign he launched in April. 


The counter-offensive is becoming even more vehement 
than the original criticisms, which are now totally silenced. 
And there is a suspicious tendency to avoid any further 
discussion of direct criticisms of the Party—many of which 
are unanswerable and are widely supported among the 
people—and to pick out the more sensational and emotional 
statements of critics so as to justify reprisals which would 
undo all the work of reconciliation since Chou En-lai intro- 
duced his plea for a better deal for the intellectuals 18 
months ago. It is said that Mao Tse-tung devoted his 
dominating influence among the leaders to the restoration 
of the balance. Just as the rectification criticisms became 
emotional and out of hand, so have the counter-attacks, and 
it is even suspected that such reports as that of a revolt 
in Chinghai and the repetition of the old tales of “enemy 
agents” found in Shantung, Canton, Harbin and other 
centres are being utilised for the same purpose. 


The pilgrimage of Chairman Mao Tse-tung to Shanghai 
on July 7 while the People’s Congress were still sitting 
was as significant as any single episode in the rectification 
campaign. Once before he had won over the powerful in- 
dustrialists and businessmen in Shanghai to his side, in the 
campaign toward the end of 1955 to transform all private 
industry and business enterprises into “joint” enterprises. 
He gave them certain assurances which, in a financial sense 
at any rate, have been faithfully observed. But ever since 
transformation the industrialists, engineers and technicians 
who remained in active charge of these enterprises have 
been resentful of the intruders sent in by Party and 
Government who have simply made nuisances of themselves. 
They insist that the practical men must have responsibility 
for all the operations and yet they insist on being consulted 
and on interfering in almost everything. They have caused 
an intensity of feeling which almost boiled over during the 
recent contradictions and rectification debates. These re- 
presentatives offend the natural sense of economy of the 
industrialists, who have succeeded in the past because of 
this virtue as well as their specific training and experience. 
They are regarded as quite superfluous as well as an un- 
necessary expense and nuisance. And relations are not im- 
proved by the insistence of the officials on making their 
presence felt at every turn. 


There are still complaints that the industrialists and 
businessmen have been keeping their own counsel too much, 
and making use of more politically-minded and eloquent 
personages rather than taking the forefront of the stage and 
exposing themselves to Party reprisals. 


Indeed this formed the burden of one of Dr. Lo Lung- 
chi’s most intelligent anc penetrating criticisms. At the 
May 22 session of the forum of the democratic parties and 
groups, at which the “walls’’ and ‘ditches’? between the 
Party and the bourgeoisie were discussed, he stated that 
there ought to be a guarantee that people who dared to 
bloom and to contend should have guarantees against re- 
prisals, the machinery for which should be set up immediate- 
ly. The fears of attack and retaliation, he added, were 
the by-product of certain deviations during past movements 
—the notorious three-anti, the five-anti, and the suppres- 
sion of alleged counter-revolutionaries. 


Some people had also brought forward the fear that 
blooming would be followed by checking and then by rectify- 
ing. To strengthen unity such fears must be removed, and 
Dr. Lo went further and suggested that the leadership 
machinery for the righting of past wrongs must be clearly 
distinguished from the leadership organs in charge of the 
past movements of the three-anti, five-anti and suppression 
campaigns. Such a committee would be responsible for the 
inspection and handling of cases wrongly adjudged during 
the three repressions, and at the same time would hear 
charges made by the people so that those who had been 
wronged and who are objects of retaliation would have a 
place to which they could take their troubles. The projected 
machinery would facilitate the righting of wrongs, while 
the similar structures at local levels, under the direct 
leadership of the central structure, would make up an in- 
dependent system. At the same time he discussed the 
problem of no authority going with the posts held, presum- 
ably in the case of non-Communists. 

Nevertheless the forum of businessmen sponsored by 
the United Work Department of the CCP Central Committee 
was one of the most talkative of these gatherings. There 
were altogether 25 sessions between May 15, when the 
forum opened, and June 8, when it was closed with a 
summing-up speech by the head of the United Front Work, 
Li Wei-han, and no fewer than 108 persons spoke. Big, 
intermediate, and small businessmen, young businessmen, 
and representatives of capitalists, key cadres from local 
organisations of the All-China Federation of Industry and 
Commerce and the Democratic National Construction As- 
sociation, and members of the Standing Committee of the 
ACFIC and of the Central Committee of the DNCA. ‘“Heat- 
ed debates have developed at the forum on certain funda- 
mental questions,’ said Li Wei-han, ‘‘which ‘have contri- 
buted greatly to the discrimination between right and 
wrong.” He added that they had been unable to develop 
a unanimous view as yet nor achieve a concrete solution 
to the issues brought up. 

Nearly all the speeches made at the forum touched 
upon the question of relations between State personnel and 
the personnel representing the private side in joint enter- 
prises. It is truly a key question in joint State-private 
enterprises. The majority of these relations were establish- 
ed only after the high tide of Socialist transformation and 
are therefore quite new. Moreover, the question also in- 
volves work relationship and elass relationship, and is diffi- 
cult to deal with properly, since it is not only new but also 
complicated. ‘These relations will run their own course of 
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genesis, development and termination,” said Li Wei-han, 
“from the antagonistic relations between labour and capital, 
through the present dualistic relations, and by degrees to 
relations of complete co-operation and mutual aid. The 
process of transformation will take some considerable time, 
and the transformation may be realised only with the con- 
certed efforts of the State and private sides.” 


At present there really exist many questions concern- 
ing relations between the .State and private-side personnel 
in joint enterprises, but these relations are said to be im- 
proving, and are expected to continue to improve, because 
the private personnel are generally patriotic and many are 
willing to serve the cause of Socialism, while on the other 
hand the faults and mistakes of some of the State personnel 
are bound to be corrected as a result of the rectification 
campaign. The leadership departments of the Government 
and Party concerned promised to redouble efforts to im- 
prove. 


Li Wei-han emphasised that the system of State re- 
presentatives in joint enterprises is a basic system, the ob- 
ject of which is to guarantee the Socialist direction of 
the enterprises and the State leadership in them. It was 
made clear that State personnel must take responsibility 
for ameliorating the relations and correctly appraise the 
transformation and progress of the private personnel. 
Complete confidence should be placed in all those patriotic 
private personnel willing to serve the cause of Socialism, 
so that they may have the powers and assume the respon- 
sibilities proper to their positions. Those with special skills 
should be enabled to use them in connection with their 
jobs and to promote those skills. All reasonable suggestions 
by the private personnel must be given full support. Both 
encouragement and criticism, however, are held to be neczes- 
sary in dealing with them, and they must be expected to 
correct their own faults and mistakes voluntarily. Views in 
this respect that were put forward at the forum were re- 
ferred to a specialist group for study. Those who wanted 
to strike roots in the enterprises were warned that they 
must make voluntary efforts to improve relations with the 
State personnel as well as their own work. They were told 


ARGUMENT IN 


It is significant that one of the most comprehensive 
and longest forums during the rectification campaign was 
that called by the United Front Department of the CCP 
Central Committee, to which leading members of the 
different democratic parties and groups and non-party per- 
sonages were invited. There were no fewer than 13 sessions 
of this forum, which began on May 8 and ended on June 
2, and more than 70 persons said their piece. It was at 
the final session that Li Wei-han, Director of the United 
Front Work, announced that there would be fortnightly 
forums of this sort for the same personnel. It was hardly 
what some of the critics asked or expected, for they wanted 
a little authority rather than more consultation, but it is 
some contribution to the solution of contradictions. 


Li Wei-han himself candidly admitted that many of the 
criticisms and views were of great help to the CCP in over- 
coming the three major evils in its work, and in consolidat- 
ing its role as the core of leadership over the whole people 
and in Socialist construction. The political foundation for 
long-term co-existence existed between the CCP and the 
democratic parties and groups, and that was the road of 
socialism and the basic interests of socialist construction. 
Many of the criticisms brought forward were correct; many 
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they have a dual task in Socialist construction and self- 
reform. 

The work of the ACFIC after transformation, the divi- 
sion of labour and co-operation between the ACFIC and 
the DNCA, and the working relations between the ACFIC 
and the United Front Work were raised and referred to 
specialist groups for special study. Communists holding high 
executive positions in these bodies would continue at their 
posts if circumstances permitted and their retention is 
requested by the Federation of Industry and Commerce 
organisations in which they are working. Individual Com- 
munists unsuited to their jobs may, however, be replaced, but 
meanwhile the United Front Work Department is supposed 
to keep in close touch with the Party executives in these 
bodies and take “an actively helpful attitude toward them.” 

Capitalists are beginning to be separated from the 
means of production in their enterprises, thus facilitating 
the further transformation of the bourgeoisie. But the sys- 
tem of capitalist ownership has not yet been completely 
changed; in the eyes of the Party, exploitation still exists 
—though how this can honestly be argued when all they 
get is a paltry 5 per cent interest on their properties which 
the Party has virtually confiscated is difficult to understand. 
It was held therefore to be ‘‘completely necessary” to sub- 
ject the former capitalists in their transition to the working 
class to further ideological reform. It was admitted even 
by Li Wei-han that many of the bourgeoisie now oppose 
ideological reform. They deny there is any exploitation 
now and hold there is no essential difference between capi- 
talist elements and the workers, so that they definitely do 
not need so fundamental a transformation that would “rid 
them of the foetuses they carry and change their very- 
bones.”’ These persons attack as doctrinairistic, metaphysi- 
eal and “categorizational” all other views and ideas which 
do not agree with theirs. The Party declare these men 
are doing businessmen a disservice and that their views are 
harmful to businessmen—who ought to be better judges of 
this than the prejudiced Party men! Such views were con- 
demned as revisionist attacks on Marxism-Leninism carried 
out under the banner of anti-doctrinairism and as a struggle 
between bourgeois and socialist ideology. 


“UNITED FRONT” 


were also mistaken, he said. A Committee consisting of 
nine members of the forum was appointed to separate the 
wheat from the chaff and to dispose suitably of the 48 
items of views brought forward. 


One of the more interesting suggestions was that the 
United Front Work Department should shift the centre of 
its efforts to the lower level organisations, where relations 
are often very bad owing to the arrogance of the small 
Party people who ignore the directives on co-operation with 
the other groups. The United Front Work was often cri- 
ticised as meaning “uniting with the upper levels and 
fighting the lower levels.” 


So severe was the reaction among the Party to the 
criticisms of the collaborators that Dr. Lo Lung-chi—one 
of the ablest and strongest personalities in the China De- 
mocratic League—had to go post-haste to a meeting, behind 
closed doors, of the Standing Committee of the National 
People’s Congress, immediately jon his return from the 
World Peace Council session at Colombo. It is unlikely 
that the Party organs will give much publicity to his de- 
fence, but it is pretty certain that if some of the critics 
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ECONOMIC SURVEY OF TAIWAN 


Heavy defence costs and a rapidly growing population ! 
complicate the economic problems of Taiwan. The year 1956 
saw completion of the first Four-Year Plan for Economic 
Development, whose primary objective was to achieve self- 
support and internal economic stability, according to the 
United Nations’ Far East Survey. With a continuous re- 
duction in the government deficit during the period of this 
Plan and a rise in per capita real national income, internal 
stability was on the whole maintained. Externally, the 
improvement was less clear. Although the dollar value of 
exports rose (except in 1954 and 1956), the dollar value 
of imports, including aid imports, also rose (except in 
1955), and the average annual trade deficit was estimated at 
over $70 million, or over one-third of total annual imports, 
during that period. The current deficit on external ac- 
count, caused mainly by the trade deficit, was met by means 
of United States aid. 


A rise in real per capita income, scheduled under the 
second Four-Year Plan to begin in 1957, was tentatively 
estimated by the Government at 2 per cent per annum, as- 
suming a rise in population at an average annual rate of 3 
per cent. 


PRODUCTION 
Agricultural Output 


In calendar 1956, the first and second paddy crops? 
amounted to an estimated total of 1.8 million tons of brown 
rice,3 surpassing the corresponding crops for 1955 by 6 per 
cent.4 Output of wheat, a spring crop, rose by 40 per 
cent, to 27,090 tons in 1956. In normal conditions, two 
crops of sweet potatoes, ground-nuts and soya beans are 
grown annually—the spring crop and the fall crop. In the 
first half of 1956, production reached 2,174,100 tons for 
sweet potatoes, 51,800 tons for ground-nuts and 18,900 tons 
for soya beans, 84, 58 and 67 per cent of the respective 
goals for the year as a whole. 


Sugar-production, measured by output of white sugar, 
rose by 4.6 per cent, to 767,300 tons in 1955/56; the yield 
per hectare, however, declined from 10.49 tons in 1954/55 
to 9.54 tons. Of the other main export crops, it was ex- 
pected that tea production would remain unchanged, pine- 
apple and citrus output would rise, and banana production 
would fall. As to industrial raw materials, jute production 
fell owing to spring drought, while tobacco production rose 
rapidly as a result of an increase in the area planted. 


The cattle population rose by less than one per cent 
in the course of the first half of 1956, because of clandestine 
slaughtering and the difficulty of expanding grazing grounds 
and increasing the production of cattle feed. The hog 
population increased 1.4 per cent, the chief problem being 
the high cost of imported soya bean cakes. Fishery pro- 
duction rose by about 5 per cent, increased yields from 
deep-sea and inshore fisheries, made possible by expansion 
in the fishing fleet and improvement in fishing techniques, 
more than offsetting a decline in culture fishery output. 


i tember 1956, Tai- 
1 According to the population census taken on 16 Sep H 
wan’s de jure population, excluding the armed forces reached 9,310,158 
(4,746,811 males and 4,563,347 females) for a total of 1,662,211 house- 
holds. 
Prodtiction is customarily estimated on a calendar year basis for all 
crops except sugar-cane. There are two paddy crops during the year. 
The conversion ratio of paddy to brown rice is about 0.70. 
4 This increase is attributed to a rise in both yield per hectare and 
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In the first half of 1956 timber production declined, 
though fuel output rose slightly. 


Industrial Output 


Industrial production continued to rise, though at a 
slower rate, in 1956. Sugar production was cut when the 
International Sugar Agreement came into operation in 
1954, and this was mainly responsible for the lag in indus- 
trial growth, except in 1955 when sugar production again 
rose but cotton textiles output declined.5 


Power production rose by 16 per cent in the first nine 
months of 1956, as compared with output in the first nine 
months of 1955. Installed power capacity rose to 520,000 
kW in mid-1956, of which 134,000 kW had been installed 
during the year beginning July 1955. An upward revision 
of industrial power rates, reputed to have been among the 
lowest in FE countries, took place on 1 July 1956 to help 
the Taiwan Power Company, a government enterprise, 
finance its capital expansion projects. 

In the first nine months of 1956, chemical fertilizer 
output rose to 144,720 tons, compared with 116,740 tons 
during the corresponding period a year before. The first 
expansion project of the Kaohsiung Ammonium Sulphate 
Corporation was completed, with full production of 100 tons 
of ammonium sulphate per day, or its equivalent, expected 
in October. Despite the rise in chemical fertilizer output, 
two-thirds of total consumption requirements were import- 
ed, largely from Japan in exchange for sugar and rice. 

Output of cotton fabrics amounting to 104 million 
metres in the first nine months of 1956 represented a de- 
cline of 14 per cent from the corresponding period of 1955.8 
The Government has restricted a further increase in the 
number of spindles, since raw cotton has to be imported 
almost entirely with United States aid, but has granted 
permission for the purchase of 2,000 automatic looms be- 
fore June 1958. In contrast to cotton textiles, synthetic 
fibre plants prospered as a result of a boom in their export 
market, and output was expected to be expanded. The 
industry had 17,264 spindles in June 1956 and was able to 
export its products for foreign exchange with which to 
purchase required raw materials from Japan. 


Oil refining, carried on by the Chinese Petroleum Cor- 
poration, a government monopoly, largely with imported 
crude oil, is another industry which has prospered. Imports 
of crude petroleum have increased in quantity, rising to an 
estimated peak rate of 720,000 tons in 1956. They are ex- 
pected to fall in the first half of 1957, owing to shortage 
of tankers in the prevailing international situation. 

Of the food processing industries, the most important 
are sugar refining and pineapple canning for export, and 
flour milling and brewing for local consumption. As a re- 
sult of annual quotas of 600,000 tons established under 
the International Sugar Agreement in 1954, and subsequent 
percentage reductions, the Taiwan Sugar Corporation, the 
largest single enterprise in Taiwan, discontinued sugar re- 


5 During the plan period, the percentages of increase in the industriz. 
production index, over the corresponding period a year earlier, were 


as follows: Excluding sugar: 1953, 23.9; 1954, 21.0; 1955, 5.3; 1956 (first 
half), 6.3. Including sugar: 1953, 30.6; 1954, 4.7; 1955, 9.5; 1956 (first 
half), 2.3. 


6 In the rapid post-war expansion,’ the number of cotton spindles rose 
from 14,625 in 1945 to 210,000 by the end cf June 1956, when there was 
also a total of 11,2C0 looms, compared with 1,693’ looms in 1945. Out- 
put of cotton fabrics reached a peak of 165 million metres in 1954, 
but fell to 161 million metres in 1955 because of saturation of domestic 
demand. 
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fining in a few plants whose cost of production was high 
because the supply of raw material was insufficient. A re- 
duction in the area under sugar-cane has also taken place. 
In the first nine months of 1956, sugar production fell 6 per 
cent below the level reached in the corresponding period of 
1955. The rising demand in the world market, however, 
enabled Taiwan, at the second session of the United Nations 
Sugar Conference held in Geneva in late 1956, to get an 
increase in the basic export quota in 1957 and 1958 to 
655,000 tons, in addition to a special quota of 95,000 
tons. 


Transport 


As of 30 June 1956 Taiwan had a main track length 
of 4,044 km, although the revenue length was only 1,768 
km, as a substantial part of the main track length of the 
Taiwan Railway Administration (263 km out of 1,212 km), 
Taiwan Sugar Corporation (1.795 km out of 2,432 km), 
Taiwan Forestry Administration (136 km out of 306 km) 
and other railways (82 km out of 94 km) was used for 
non-revenue (self-use) purposes. There were 25,798 freight 
cars, 943 passenger cars and 714 locomotives on the same 
date. During the first half of 1956, as compared with the 
corresponding period a year before, passenger traffic rose 
by 9 per cent to 1,408 million passenger-kilometres, and 
eargo traffic declined by 1 per cent to 853 million ton- 
kilometres, for railways operated by the Taiwan Railway 
Administration and Taiwan Sugar Corporation. 

With no change in the length of highways at 15,680 
km, the most important development in 1956 was the start- 
ing in July of construction work, for completion in three 
years, of the Cross Island Highway, to run across the 
central mountainous region and connect the western plain 
of I-lan and the east coast city of Hualien. Regular bus 
services were maintained on 1,985 km of trunk lines by 
the Taiwan Highway Bureau and on 4,280 km of other 
lines by 19 private bus companies. During the first half 
of 1956, as compared with the corresponding period a year 
before, passenger traffic rose by 10 per cent. Public truck 
services were maintained by 460 private operators scattered 
all over the island. The number of buses and trucks rose 
from 7,130 at end-1955 to 7,190 at end-September 1956, 
and the number of passenger cars rose from 4,770 to 5,410 
during the same period. 

At end-June 1956 the Chinese merchant marine had an 
operational fleet of 79 vessels (25 of which were ocean- 
going) with a total gross tonnage of 245,000, as compared 
with 82 vessels with a total gross tonnage of 250,000 a year 
before. Since July 1956 the China Merchants Steam Na- 
vigation -Company has put into operation a newly built 
28,000 DWT oil tanker, with another cargo ship of 11,000 
DWT scheduled for completion in 1957. The cargo carried 
by Chinese ships was estimated to rise from 2.17 million 
tons in 1955 to 2.4 million tons in 1956. 


In both Keelung and Kaoshiung, the two main trade 
ports capable of accommodating vessels of the 20,000-ton 
class, improvements were made in cargo handling facilities. 
The newly developed outer harbour at Keelung was open 
to publie service in July 1956. 

Civil aviation expanded rapidly, the total number of 
passengers carried having risen from 16,530 in 1951 to 
67,927 in 1955. 


TRADE AND PAYMENTS 


In the first eleven months of 1956, as, compared with 
the corresponding period a year before, a 6 per cent rise 
in the value of imports, accompanied by a 6 per cent fall 
in the value of exports, reduced a commercial trade surplus 
of $19 million to $6 million. 
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In the first eleven months of 1956, imports under grant 
aid from the United States Government reached $90 million, 
as compared with $76 million in the corresponding period 
of 1955. 


Trade and Exchange Control Measures 


Several modifications in the foreign exchange certi- 
ficates, designed to stimulate exports, have helped to en- 
hance their value to holders. In the first place, any certi- 
eate holder, not only the exporter himself, has been per- 
mitted since November 1955 to present the certificate and 
apply for exchange for general imports. Second, the 
validity period of the certificates, originally 60 days, was 
extended to 90 days in November 1955 and to 120 days in 
August 1956, thus making it possible for holders to apply 
for import exchange under the bi-monthly allocation system 
more than once, or to use the certificates as collateral for 
bank loans. Third, the exchange certificate rate, which 
varied with the kind of export and the degree to which 
imported raw materials were used, and which did not apply 
to the principal exports from government-operated enter- 
prises, such as sugar, rice, salt and refined products from 
erude petroleum, was extended to all kinds of exports. 
Exchange certificates (or their official value, in the case of 
exports of public enterprises) were given for 80 per cent 
of the exchange earnings from all exports, except bananas 
exporte(| to Japan, for which the limit was 50 per cent. 
The exchange certificate rate, officially fixed at 6 new Tai- 
wan dollars to the United States dollar, has a market value 
which since November 1955 has been stabilized around 
NT$13.50 to the United States dollar. With these dual 
certificate rates, the official rate for private exporters’ ex- 
change settlement, originally fixed at NT$15.55 to the 
dollar plas a varying amount to represent the certificate 
value of different exports, was raised uniformly to NT$26.35 
to the dollar for all exports (80 per cent of the certificate 
vate of NT$138.50 plus the official export rate of NT$15.55 
to the dollar), while for government exports of sugar, rice, 
etc. the exchange earnings were settled at the rate of 
NT$20.35 to the dollar (80 per cent of the certificate value 
of NT$6.00 plus the official export rate of NT$15.55). The 
official rate for approved import exchange settlements and 
outward remittances remained unchanged at NT$24.78 to 
the dollar. The preferential exchange rate of NT$35.00 to 
the dollar, accorded first to inward remittances of oversea 
Chinese students studying in Taiwan and to foreign diplo- 
matic personnel, has recently been applied also to inward 
remittances by foreign and oversea Chinese investors. 

Aside from changes in the foreign exchange certificate 
system, other measures recently adopted to promote ex- 
ports include the granting of government loans for, the ex- 
port of tea and canned pineapple; encouragement of 
exports which utilize services or labour, that is, those 
which represent processing of locally produced or imported 
raw materials. 

Certain imports are classified by the Foreign Exchange 
and Trade Control Commission as “controlled imports,’ for 
which, since locally made products are considered adequate 
to meet domestic demand, exchange allocation will be either 
decreased or suspended and granted only after special 
screening and approval. 


Trade Agreements and Trading Partners 


Since 1951, Japan has been Taiwan’s major trading 
partner, accounting generally for over 50 per cent of Tai- 
wan’s exports and imports, exclusive of imports under 
United States aid. An open account system has been 
maintained for this trade. Recently, following improve- 
ment in its foreign exchange position, Japan requested 
replacement of the open account system by cash transac- 
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tions, but after mutual consultation the current arrange- 
ment was extended for another year, beginning 1 April 
1956. Under the new agreement the total value of trade 
contemplated between the two countries was lowered by 
$35 million to $152 million, because of the reduction in 
Taiwan’s sugar exports to Japan from 300,000 tons to 
250,000 tons. 


In order to reduce its dependence on trade with Japan, 
the Government signed trade agreements also with southern 
Korea, the Philippines and Ryukyu Islands in the region, 
France, Lebanon and the United States, and investigated 
possibilities of expansion in other areas. These efforts 
produced significant results in some cases. In the first half 
of 1956, exports to Iran, Malaya and British Borneo, Hong- 
kong, southern Korea, Pakistan, Egypt, Arabia, Ceylon, 
Burma and British East Africa were NT$697 million larger 
than in the first half of 1955, while exports to Japan, the 
United States and all other countries rose by NT$140 mil- 
lion, NT$53 million and NT$68 million, respectively. Ex- 
ports to Thailand declined by NT$23 million. On the whole, 
Taiwan had an export surplus with Iran, Malaya and British 
Borneo, southern Korea, Hongkong, Pakistan and Egypt, 
ani a commercial import surplus with the United States 
and Japan. 


FINANCE AND PRICES 
Public Finance 


The Central Government’s accounts for 1955/56 show- 
ed total expenditure of NT$3,961 million and total revenue 
of NT$3,543 million, resulting in a deficit of NT$418 mil- 
lion, or 10.5 per cent of the total estimated expenditure, 
financed largely by the United States aid counterpart fund. 
Total expenditure was distributed as follows: defence 80.1 
per cent, government administration 10.8 per cent, economic 
and social services 5.7 per cent, other current expenditure 
83.4 per cent. Of the total revenue, 90 per cent came from 
taxes and 10 per cent from non-tax sources. 


The consolidated national, provincial and local budget 
of the Government in 1956/57 showed an estimated ex- 
penditure of NT$6,653 million, an increase of 9.4 per cent 
over 1955/56. The increase would have been greater had 
United States aid for direct forces support been included. 
The share for defence and the police forces dropped from 
57.9 per cent to 54.2 per cent; investment rose from 19.5 
to 20.8 per cent; government administration from 14.2 to 
15.4 per cent; other current expehditure from 8.4 to 9.6 
per cent. Of the consolidated budget central government 
expenditure reached NT$3,791 million and central govern- 
ment revenue NT$3,635 million, resulting in an estimated 
deficit of NT$155 million or 4.1 per cent of total estimated 
expenditure for the central government. 


In 1956 improvements were instituted in the tax sys- 
tem and in tax collection methods. Under the revised in- 
come tax law approved by the Legislative Yuan on 13 
December 1955, the former “accumulative income tax” 
became in essence a personal income tax for which the 
individual was to report all types of taxable income, while 
the business income tax was made applicable to all business 
organizations. The rates on personal income tax, as 
finalized in June 1956, were progressive, from one per cent 
for total cumulative income under NT$10,000 to 50 per 
cent for amounts over NT$1 million. For business income, 
the taxable starting point was an annual income of 
NT$5,000, above which the rates ranged from 5 per cent 
to 25 per cent (for business income above NT$100,000). A 
defence surtax of 30 per cent was imposed on all income 
tax payments. To encourage economic development, a 
three-year tax exemption was granted to all newly establish- 
ed enterprises in the field of utilities, industry and mining, 
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and to “important’’ transportation business, as well as to 
income obtained from the expansion of an industrial enter- 
prise in cases when its former output was increased by 
more than 80 per cent. 


In order to avoid the double taxation which arose 
from regulations governing the collection of the household 
tax, formerly imposed both on the properties involved and 
on annual personal income, these regulations were revised 
in June 1956 to the effect that the household tax became a 
tax on property only. 

A land value tax has been levied and collected since 
September 1956, at rates progressing from 1.5 to 6.5 per 
cent. 

With a view to achieving improvement in tax collec- 
tion, a purchase certificate was introduced in November 
1955, whereby all transactions in the sale and purchase of 
goods are recorded, and opportunities for tax evasion by 
business firms are considerably reduced. To help meet the 
requirement for greater revenue, the Tobacco and Wine 
Monopoly in April 1956 raised the sales prices of its pro- 
ducts, originally fixed in August 1953. This revision was 
expected to increase the monopoly’s profits by about 45 per 
cent. 


Money and Prices 


A 25 per cent expansion in the net money supply from 
April to October 1955, from NT$2,304 million to NT$2,885 
million, accounted for largely by increased bank loans and 
an unusual increase in export exchange proceeds requiring 
new note issues, brought about a 10 per cent rise in whole-~ 
sale prices in Taipei. In November, in the interest of price 
stability, the Government took a series of measures, which 
included: (1) transfer to the Bank of Taiwan of a portion 
of the proceeds from the sale of United States aid com- 
modities originally deposited with commercial banks; (2) 
strict enforcement of the required cash reserve minimum 
(in addition to security reserves) of 15 per cent for de- 
mand deposits and 7 per cent for time deposits, with in- 
structions to commercial banks to refrain from extending 
any new loans prior to fulfilling their reserve requirements; 
and (28) establishment of a working group on the super- 
vision of commercial banks, under the Economic Stabiliza- 
tion Board’s Committee A (on money, credit, foreign trade 
and exchange), to watch closely the lending operations of 
commercial banks and recommend appropriate action. The 
net money supply declined 2.2 per cent in November and 
9.6 per cent more by April 1956, and the wholesale price 
index in Taipei responded more slowly and in moderate de- 
gree—rising by 6.6 per cent in November but falling slightly 
(by one per cent) between then and April. From April 
to August 1956, the situation was reversed, wholesale prices 
continuing to fall by one per cent, even though the net 
money supply rose by 8 per cent. A factor contributing 
materially to the improvement in the price situation was 
the rise in ordinary imports plus United States aid imports, 
to $114 million in the first six months of 1956, compared 
with $87 million and $94 million, respectively, in the first 
and second halves of 1955. 


SECOND FOUR-YEAR PLAN 


In the second Four-Year Plan for Economic Develop- 
ment, which was under consideration during 1956, ‘total 
national income was expected to rise, on the average, by 
5 per cent per annum and per capita national income, by 
2 per cent a year. Since foreign exchange earnings from 
exports are planned to rise from the estimated total of $130 
million in 1956 to $185 million in 1960 and foreign ex- 
change outlays for imports are planned to remain at a 
steady annual level of around $220 million during 1957-60, 
it appears to be the hope that United States aid would con- 
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tinue to meet the expected deficit in the external account, 
though on a decreasing scale. 


Some of the priority projects in the field of production 
and transport under the second Four-Year Plan have begun 
to take shape. In agriculture, the multiple-purpose Shih- 
men reservoir and dam, begun early in 1956, was expected 
to irrigate 54,340 hectares of land for an additional pro- 
duction of 69,000 tons of brown rice per year. Another 
multiple-purpose project at Ta Chia Chi was to irrigate 
51,540 hectares of land for a further production of 63,000 
tons of brown rice per year. About 55,000 hectares of 
tidewater land may be reclaimed and developed along the 
west coast of Taiwan, with government assistance in build- 
ing dikes and providing water supply and other facilities. 


In industry, emphasis has been laid on the further 
generation of power. When completed, the Shihmen pro- 
ject is expected to generate 120,000 kW of power, and Ta 
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Chia Chi ultimately, 543,450 kW. It was estimated that 
108,600 kW of power installation initiated in the period 
of the first Plan would be completed in the early part of the 
second Plan. with additional projects started for the instal- 
lation of 300,000 kW capacity about half hydroelectric and 
half thermal. Three of the four chemical fertilizer plants 
proposed under the first Plan are scheduled for completion 
under the second Plan, raising annual production to 
420,000 tons, while the second expansion project of the Kao- 
hsiung Ammonium Sulphate Corporation was expected to 
further increase annual production by 108,000 tons. Other 
important items proposed are the development of coal mines, 
an integrated steel mill of 200,000 tons annual capacity, 
export industries and building material industries, including 
cement and lumber. In transportation, the east-west high- 
way across the island begun in 1956, is to be built with 
United States aid by retired servicemen, for many of whom 
resettlement opportunities are being provided. 


ECONOMIC LETTER FROM TOKYO 


According to the custom-house statistics as made public 
by the Finance Ministry, our export trade for Jan-June this 
year amounted to $1,328 million, which means a 14.5% gain 
on the corresponding period last year; but import reached 
$2,342 million at the same time, so that there was an excess 
import of $1,014 million, which is the highest postwar record. 
The most notable on the export side was the 68.5% increase 
in ships, while plywood rose by 44.4% rayon yarn by 52.3% 
and silk fabrics by 37.1%, as compared with like period in 
1956. On the other hand, the import of scrap-iron increased 
to 280% and non-ferrous metals to 240% of the same period 
a year ago. In addition, coal. petroleum, textile materials 
and practically all other principal goods were imported in 
considerably greater amounts than last year. 

Representatives of commercial banks including Chair- 
man Sakai of the Federation of Bankers Associations con- 
ferred with the Finance Ministry officials on revising the 
terms of corporate bond issues, and agreement was reached 
in lowering the issue price of industrial bonds to Y98.50. 
This means that new terms of public and corporate bond 
issues have finally been decided, applicable from July issues, 
except for particulars on local government bonds. The 
yield to subscribers of new industrial bonds now comes to 
7.831% p.a. or 0.477% higher than heretofore. This up- 
ward revision is, however, primarily aimed at adjusting the 
general money rate structure, and will little affect the 
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The official estimate of the Singapore population at the 
end of 1956 was 1,292,937. The first published figures for 
the decennial Census taken last month are 1,466,400. The 
increase of nearly 174,000 in 7 months is not accounted 
for by natural growth alone, and may be the result of move- 
ment from the Federation of Malaya. Another factor is 
the increased number of immigrants which is shown in the 
Annual Report of the Immigration Department for 1956. 
Entry permits were issued to 10,934 people in 1956—an 
increase of 65% over the 1955 figure. The largest number 
and the largest proportionate increase is in the category of 


buyer’s investment demand or the inclination for bond issues 
on the part of industrial corporations. 

The Economic Planning Board, which has been study- 
ing restraining of mining and manufacturing production 
from the standpoint of improving our international pay- 
ments, has come to the following conclusions: (1) The in- 
dustrial production has to be repressed to the extent that 
the index as of the end of the fiscal 1957 will be no higher 
than 267.9 or 9.8% above the average index of 245.1 for 
fiscal 1956 (the Board’s index on the basis of 1984-36 
average); (2) Imports correspondingly have to be limited to 
$3,360 million in the hope of checking the net balance of 
payments deficits at the end of the fiscal year to something 
like $250 million; and (3) The plant and equipment invest- 
ments by private enterprises estimated at Y1,730,000 mil- 
lion have to be postponed or cut off by 15%. or Y260,000 
million for the samespurpose. 

The Financial Institutions Funds Council met to discuss 
restricting private equipment investments for the sake of 
improving our international payments. As a result, it was 
agreed upon to put off over 15% of plant and equipment 
investments by private enterprises as a rule, besides cutting 
down inventory investments. In order to attain this end, 
the Government, the financial institutions, and the indus- 
trialists are expected to cooperate and act in unison here- 
after. 


IN SINGAPORE 


“wives and children of persons lawfully resident”. Of the 
number of 8,910 in this group, 5,290 were Chinese from 
the mainland. This the report comments “should have an 
important stabilising effect on Singapore’s large Chinese 
population”. Another fact in confirmation of this is that 
of the 985 allowed to enter on compassionate grounds, 934 
were Chinese, the great majority of whom are widows from 
the Chinese mainland coming to join their children in Singa- 
pore. It is not therefore surprising that there has been 
a drop in remittances to Chinese, which are for the first 
time exceeded by remittances to India. It is a fair conclu- 
sion that the attractions of the new China for old people 
are diminishing and that the Chinese community are content 
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to see Singapore as their homeland—the home of their 
family. 

But the growing numbers make the problems of the 
new homeland no less when a higher standard of income 
and social services are also expected, when a growing pro- 
portion of the population is under 21, and when there is 
no commensurate increase in the commercial enterprise or 
industrial earning power of Singapore. Moreover, it makes 
political forecasting less confident. With the introduction 
of the new citizenship based on 10 years residence (which 
there is a move to reduce to 8), and of the new local gov- 
ernment franchise based on 5 years residence without citi- 
zenship qualification, the new electorate of approximately 
700,000 for the three sets of elections during the coming 12 
months will be at least double the 300,000 electorate of 
the 1955 General Elections, and four times the number who 
actually voted. How will the new voters vote? No one is 
confident. Will they vote for any of the present parties? 
And, if so, for which? Or may there be a repetition of 
1955 with new parties, or groupings of parties, emerging 
at the last minute and a new multilingual team of leaders 
commanding the majority of the 51 elected members and 
therefore forming a Government. 

At least the parties of the Left have drawn the lesson 
from the bye-elections that if the Left-Wing parties are 
divided, the Liberal Socialists united, to their Right, will 
be the beneficiaries, and the roles will be reversed since 
1955 when the splitting of votes between the Progressives 
and the Democrats allowed the Labour Front to emerge as 
the largest single party and with the UMNO-MCA coalition 
from the government. There is already general discussion 
of an agreement of the parties represented in the Govern- 
ment and the PAP to fight the Liberal Socialists in the 
coming City Elections, and the Liberal Socialists have re- 
sponded with warnings to the Labour Front against the 
consequences of such a coalition. The alignment of voting 
in the debates on the Local Government Bill seemed to 
suggest a move in that direction, and, with the elections but 
four months away, a final decision cannot be much longer 
delayed. 

On the other hand, a new party is emerging on the 
Left, the Workers Party based entirely on Trade Union 
membership. The proposal was made by Mr. David Mar- 
shall, in his politically active “retirement from politics”, in 
a speech to the Army Civil Service Union as its legal ad- 
viser. He urged that a party should be set up to fight the 
Left Wing Trade Unions. The T.U.C. and the left-wing 
Unions, carrying on the Middle-Road outlook of 1956 are 
opposed to the Party, but the leader of ACSU has come out 
in its favour. To complete the confusion of the picture for 
the electorate, there are 5 Independent members of the As- 
sembly. While there were confident forecasts during the 
month that all were about to join existing parties, none 
have in fact done so, though all are expected to stand in 
the elections next year. They, by their action, show that 
they too are unable to see the future distribution of politi- 
cal strength among the new electorate. 

The parties represent groups rather than distinct 
policies. If the function of political parties in a democracy 
is to put clear distinct policies in clear terms for clear choice 
by the elector, the role is not performed. When all parties 
are Socialist or Labour, the elector looks to communal and 
class basis for distinctions, and where these are not enough, 
to personal factors. And this factor sets the background 
to the very salutary debate in the Legislative Assembly on 
July 19th on corruption in the bye-elections. 


CORRUPTION 


At first hand it may have seemed bad for Singapore’s 
reputation; but the standard here is no different from that 
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of her neighbours while Singapore has the courage to face 
up to its failings at this apprenticeship stage in democracy. 
Why it appeared to be a major problem in that no clear 
political issue was involved in the election, and the elec- 
torate saw little purpose in them. It was a clash of per- 
sonalities which provided the kind of contest where corrup- 
tion can come in most easily. The subject was raised in a 
motion by Mr. Lee Kuan Yew, returned in the bye-election 
in Tanjong Pagar, that electoral corruption should be re- 
ferred to the judicial tribunal recently established to in- 
vestigate corruption in public life and in the public service. 
The outcome was a promise by Government to set up a 
separate commission of enquiry. 


Allegations were made of the giving of soft drinks, of 
lunches, of picnics, of physical intimidation, and even of 
the use of ladies of less than average repute to influence 
the voter: and Mr. Soh Ghee Soon, the successful Liberal 
Socialist candidate for Cairnhill called it the ‘dirtiest’ 
election in his experience. Two speakers, Mr. Francis 
Thomas and Mr. Lim Koon Teck, attempted to give the 
brighter side, but the main theme, as set out by Mr. Lee 
Kuan Yew, was to concentrate on the agreed evils and to 
express the urgency of eliminating them. Mr. Lee em- 
phasised that, as self-government approached, the stakes 
of the political game increased in value and would tempt 
corrupt elements unless they were checked: and if the or- 
dinary man came to accept democracy and corruption as 
inseparable companions, democracy could not survive. 
The democratic system, however good in pringjple must fail, 
he said, “if knaves, buffons and nincompoops” ran it. It was 
his view that in 10 years, there would be two elections and 
within that period the democratic way must be established. 
Otherwise, he said, “we shall have a military junta like 
that of ‘Col. Nasser, or alternatively a dictatorship by the 
Malayan Communist Party. In these circumstances, the 
present laws were “unsuitable for our conditions. We 
eannot catch the crooks with these rules. A Commission 
must sit down and think out ways and means until we can 
prevent the democratic system being subverted by political 
adventurers’. It was a useful debate in warning everyone 
concerned of the menace of corruption to the first elections 
next year for the self-governing City-State of Singapore. 


STRIKES 


The strike position has improved during July. It was 
never serious, and there was none of the planned militant 
content of the politically motivated strikes of 1955 and 1956. 
The issues were not basically economic. Although issues 
of wages were raised, there was no dynamic of bad condi- 
tions or lack of fair treatment. The issues were of prestige 
and position and power. 


The longest-lasting strike is that of the Bus Workers’ 
Union against two Chinese Bus companies. It has lasted 
over two months already. But as another Union has strong 
membership among the employees of these two companies, 
bus services have not been interrupted. The strike is over 
recognition of the Bus Workers’ Union, and the re-instate- 
ment of former employees, some of whom were detained at 
the time of the riots last October. The strike in the Singa- 
pore Harbour Board was a go-slow movement by one Union, 
whose members had key positions such as tally clerks, and 
erane-drivers, but not by all. It began in sympathy with 
the strikers at Port Swettenham but continued with the 
demand for a pass for Mr. Jamit: Singh, the Secretary of 
the Association. It led to a considerable slowing-down of 
work in the docks, and the necessary cancellation of the 
first half of the night-shift by the Board. The matter -has 
now been ended with reference to a Board of Inquiry whose 
chief issue for decision is not economic but the relative 
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strength of the Union calling the “go-slow”’. The Singapore 
Telephone Board dispute was again over a pass for the 
Secretary of the Union, Mr. Jamit Singh, who is not an 
employee of the Board and has no claim for a permanent 
pass for a Protected Place and who has never said he has 
had difficulty in getting a pass on any occasion he wanted 
to enter the Board premises on Union business. This strike 
continues, with any wage claims recessive and discussion 
postponed because of the strike. The threat of a strike by 
the Teachers Union over the difference of status and pay 
between Normal-trained and Certificated teachers has not 
been called, in spite of a ballot in its favour. Negotiations 
are continuing. A strike of certain government employees, 
e.g. in Customs, was called suddenly and equally suddenly 
called off. It led to a clear statement by the Chief Secre- 
tary, Mr. Goode, on the special position and the special 
procedure of Whitley Council and compulsory arbitration 
which should make the strike the last resort of government 
servants. 


LOCAL GOVERNMENT 


The progress of reform of local government has been 
neither smooth nor clear in direction. The Rendel Com- 
mission recommended that the City Council and Rural Board 
should be superseded by a City and Island Council to cover 
the whole island. The subsequent McNeice report in 
January, 1956 recommended a City Council and four Rural 
District Councils with Public Utilities transferred to a 
Statutory corporation. The Government White Paper of 
1956 accepted this basic pattern but pending the creation 
of the new townships of Bulim (along Jurong Road) and 
Woodlands (at the centre of which will be the War Memorial) 
the two Rural Districts of Jurong and Bukit Panjang should 
be merged. The other two districts would be Serangoon and 
Katong-Changi. While the City Council boundary on the 
West would move to Clementi Road, Katong-East of Tan- 
jong Katong Road—would be transferred to the Katong 
Changi Rural District. Although the Bill based on these 
proposals received its First Reading in August, 1956, its 
progress in Select Committee was slow and the Local Govern- 
ment Election Bill and the Local Government Bill were 
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reported from Select Committee to the Assembly on July 
17th. The Liberal Socialist Party who had fought the Bill 
in Select Committee continued the opposition in the Report 
State with more amendments than had been made to any 
previous Bill in the history of Singapore. The Bill was 
re-committed and the committee stage continued for four 
days. The government are urging the passing of the bill 
to allow the City Council elections to take place in Decem- 
ber. The Liberal Socialists, while not opposing the speed, 
have argued for more public consultation on the City boun- 
daries—i.e. the ‘“‘de-urbanisation” of Katong—and on ‘the 
electoral boundaries. They have also urged a larger City 
Council of 48 instead of 32 members, and the inclusion of 
aldermen, and Rural District Councils without the 3 nomi- 
nated members proposed by government, and with 18 elected 
members instead of the 12 proposed by government. This 
is a major reform and one hopes that the domestic quarrels 
of the parents will have no psychological reaction on the 
local government children born in the City elections in 
December and the rural elections in March, 1958. 


TOURISM 


Mr. J. M. Jumabhoy, the Minister for Commerce and 
Industry, has announced the intention of the Government to 
appoint a Director of Tourism and a Tourist Advisory Board. 
The cost of tourist promotion is estimated at $300,000 a 
year. Up to now the work has been carried on by the 
Department of Information Services with no additional staff 
and with very limited funds, although the Singapore Gov- 
ernment is a member of the International Union of Official 
Tourist Organisation, and of the Pacific Area Travel As- 
sociation, The opportunity exists to stimulate yet more the 
mounting flow of visitors proved by the 1956 report of 
the Immigration Department. From 1954 to 1956 the total 
number of visitors has increased from 42,765 to 64,551, 
while the separate category of “Holiday Visitors” has, over 
the same period, increased from 9,085 to 17,821. The re- 
port rightly comments that the figures “underline also the 
existing possibilities which face Singapore in developing the 
tourist trade”’. 


REPORTS FROM MANILA 


An effort to squash an overtime pay racket on the 
Manila docks was launched by Customs Commissioner Capa- 
pas. He directed strict enforcement of Customs Adminis- 
trative order No. 101 prohibiting customs officials and em- 
ployees from receiving cash for payment of overtime service 
rendered, travelling expenses, or other expenses in connec- 
tion with the performance of their duties. Customs brokers, 
shipping agents, importers and other firms victimized by the 
multiple collection of overtime pay were also instructed 
not to pay customs employees directly but to make al) 
payments through the Collector of Customs. Smashing of 
the racket may require a lot of prolonged effort, since 
dock rackets are notoriously tough and all parties concern- 
ed, including brokers and shippers themselves, appear had 
a hand in letting this one grow up. 


An application of the Standard Vacuum Oil Co. to 
establish a $40,000,000 petroleum refinery in the Philippines 
was recommended for approval by the National Economic 
Council. In giving its approval, the NEC recommended 
some changes in the proposals made by STANVAC on the 
remittance of dividends and government guarantees of 
foreign exchange to finance the importation of raw materials 
and supplies to feed the plant. The company stated that 


it had in mind an integrated oil refinery on the east coast 
of Bataan which would have a capacity of 25,000 barrels of 
crude oil a day. The firm said that no foreign exchange 
from the Philippine Central Bank. would be required to cover 
the dollar portion of the cost of setting up the plant. 

A drive against smugglers, especially in the Sulu Sea, 
was organized by the National intelligence Coordinating 
Agency. Pres. Garcia directed all department heads to give 
full cooperation and support, stating that the problem is 
particularly serious in regard to the smuggling of aliens 
into the country, since these could include agents sent here 
by unfriendly powers to undermine the national security 
of the Philippines by economic and political subversion. 

The applications of two new industrial firms to engage 
in the preparation of canned milk were approved by the 
National Economic Council. Both firms are owned jointly 
by Filipinos and Americans who share equally in financing 
and management. Milk Industries, Inc., will set up a plant 
with an annual capacity of 500,000 cases of evaporated 
milk and 165,000 cases of condensed milk. Consolidated 
Philippines plans to manufacture evaporated milk under the 
Darigold label in a plant with a yearly capacity of 600,000 
cases. NEC approval carried the following conditions: (1) 
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Powdered milk needed as raw material will be imported 
under U.S. Public Law 480 as an American agricultural sur- 
plus commodity and under provisions of the U.S. Mutual 
Security Act pertaining to American assistance to the 
Philippines. (2) Foreign exchange for capital requirements 
will be obtained from the Export-Import Bank or “ther 
American financing institution and not from Philippine 
foreign exchange reserves. (3) These firms will look into 
the possibility of developing dairy farming in the Philip- 
pines. 


Newly completed was the P12,000,000 plant of the 
Republic Cement Corporation, located at Norzagara, Bula- 
ean about 25 miles north of Manila. The new factory is 
equipped with German and American machinery and has a 
daily capacity of 10,000 bags of cement. 


In 1956, total log and lumber production reached 
a new high of 2,335,900,000 board feet, as compared to 
2,001,800,000 board feet in 1955 and 1,565,300,000 board 
feet in 1949. However, this increase was accounted for 
almost exclusively by logs, which made up 1,918,900,000 
board feet of the 1956 production, as against only 417,000,- 
000 board feet of lumber. The lumber output last year 
was higher than in 1955 but considerably below the produc- 
tion of 510,000,000 board feet in the peak year of 1949. 
Export statistics show the growing demand for logs and 
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the declining preference for lumber. Last year log exports 
hit an all-time high at 814,100,000 board feet, against 
655,700,000 board feet in 1955 and only 20,800,000 board 
feet in 1949. Lumber exports in 1956, on the other hand, 
fell off to 61,500,000 board feet, from 70,600,000 board feet 
in 1955. The peak in lumber exports was reached in 1952 
when a total of 79,200,000 board feet was sold abroad. 
Because of the rise in demand for logs, exports of logs 
and lumber last year also reached a record high of P97,700,- 
000 in value, as compared to P83,100,000 in 1955. This 
increased the percentage participation of logs and lumber 
in the overall export trade to 10.9 per cent in 1956, against 
10.4 per cent in 1955. and only 1.3 per cent in 1949. The 
increasing demand for logs which feed the plywood and 
veneer plants of Japan has also made Japan the biggest 
buyer of logs since 1951. In 1950 the U.S. still represented 
the biggest market for logs and lumber, taking P10 million 
of the total exportation against Japan’s P7,800,000. Last 
year Japan took P72,900,000 of the total, against P15,300,- 
000 that went to the U.S. The best barometer of the pro- 
sperity enjoyed by the timber business, especially in the 
production of logs, has been the rising trend in wholesale 
prices of both lumber and logs. Last year prices climbed 
to the highest levels so far recorded—at P183.07 per 1,000 
board feet for logs and P251.54 per 1,000 board feet for 
lumber. 


HONGKONG 


By Paul Chen 


1. Historical Sketch 


The popular and stimulating beverage, tea, is derived 
by a long, complicated and interesting process from thea 
sinensis, a flowering evergreen plant closely related to the 
camellia. This plant was first discovered and cultivated 
only in China, until early in the 19th century, when an 
indigenous tea-plant was found growing in Assam. Within 
a few years tea-planting was firmly established on a com- 
mercial basis, first in India and then in Ceylon. Tea plant- 
ing is very much dependent upon climatic conditions. Its 
intensive cultivation has been found most practical in India, 
Ceylon, China, Japan; Indonesia anc certain parts of Africa. 
Hongkong has no tea cultivation, owing to geographical 
factors, although it has been tried on Lantao island. 

At first, the trade in tea was confined mainly to China. 
However, with the spreading of tea plantations in India and 
Ceylon, the tea trade assumed world-wide dimensions. In 
England, the habit of «rinking tea was acquire (| in the 
middle of the 17th century. The first direct English pur- 
chase of tea in China was made at Amoy. The Chinese tea 
monopoly was lost when Indian tea entered the English 
market from 1860 onwards. 

Entrepot trade in tea in Hongkong is as old as the 
Colony itself. Between 1881 and 1885, approximately 4% 
of the totul British imports of tea passed through Hongkong, 
as is indicated by the following table: 


BRITISH TEA IMPORTS FROM CHINA AND HONGKONG 


(1bs.) 
Year From China From Hongkong Total Imports 
1881 151,749,592 10,445,758 209,801,622 
1882 142,706,457 10,820,915 210,663,133 
1883 ~ 145,249,136 10,863,695 222,262,43], 
1884 = 134,297,091 9,411,477 213,877,759 
1885 131,234,354 8,353,829 212,143,820 


The author of this article is a student in the University of Hongkong. 
The article was prepared under the supervision of Mr. E. F. Szezepanik. 
Lecturer in Economics, University of Hongkong. (Editor's Note). 


As time went on, Indian tea began to replace Chinese 
tea in the British markets. As a result Hongkong exports 
of tea to Britain were (iminishing. There is a gap in 
Hongkong Trade Statistics which is difficult to cover. How- 
ever, the following index numbers may serve as an illus- 
tration of the <ecline of tea exports from Hongkong to 
Great Britain between 1913 and 1931: 


INDEX NUMBERS OF TEA EXPORTS FROM HONGKONS TO BRITAIN 


1913-1931 
Year Index Year Index 
1913 : 2 100 1923 5 
1914 = Ses 48 1924 0.4 
1915 128 1925 a eS 0.7 
1916 = 43 1926 = 0.4 
1917 0.3 1927 5 1 
1918 2 1928 == 1 
1919 24 1929 Hees 1.2 
1920 = 7 1930 sens } 
1921 0.3 1931 3 
1922 = 2 
Source: Reports of the Hongkong General Chamber of Commerce. 


Nowadays, Great Britain still remains one of the prin- 
cipal importers of tea from Hongkong; the U.K. market 
has a dominant position in the world tea-trade as a whole. 
But the quantity imported amounts to only about one-tenth 
of the imports in the 1880’s. On the other hand, many 
new markets, notably in various British dominions and 
colonies were found. At present, trade in tea forms about 
0.5% of the total value of the Colony’s foreign trade. 


2. Present Position 


The following tables illustrate the position of the tea 
trade in Hongkong in recent years (1953-56): 


IMPORTS OF TEA INTO HONGKONG 
1953 


1954 1955 1956 
Quantity (Ib.) 12,996,221 14,523,208 16,470.763 14,397,354 
Value (HK$) 28,188,813 33,170,707 34,848,141 26,221,506 


206 
EXPORTS OF TEA FROM HONGKONG 
1953 1954 1955 1956 
b 5,999 
Quantity (b.) 8,680,812 9,543,986 8.541,528 8,015, 
Value (HK$) 24,885,854 25,744,790 22,217,852 17,018,246 


The quantity of tea imported into the Colony was 
increasing between 1953 and 1955 but in 1956 there was 
a decline. On the other hand, the quantity exported has 
been declining since 1954. From the above two tables, 
the quantity of retained imports of tea may be calculated 
as follows: 


LOCAL CONSUMPTION AND STOCKS OF TEA IN HONGKONG 
1953 1954 1955 1956 
4,315,409 4,979,222 7,929,135 6,381,355 


Quantity (1b.) 


The above table shows the increase in the local con- 
sumption and stocks of imported tea between 1953 and 
1955 but a decline in 1956, which was probably chiefly 
due to reduction of stocks. 


It appears, therefore, that the tea-trade in Hongkong 
in recent years was affected by a depression. Generally 
speaking, since the end of the Second World War the price 
of tea in Hongkong has been falling. The marked fall in 
the world price of black tea in February 1955 seriously 
affected the tea trade of the Colony in that year. Common 
Indian tea, which was selling at London auctions for 6s 10d* 
per lb. in mid-January 1955 was quoted at 3s 4d by the 
end of May, the same year, and it failed to recover much 
above this level during the rest of the year. Thus the 
firms holding large stocks of tea suffered heavy losses. This 
fall in prices may also explain the accumulation of stocks 
in 1955 and the decline in imports in 1956. 


Local consumption of tea in Hongkong is high because 
99% of the population is Chinese and the majority of the 
rest .of the population consists of tea-loving English. 
Average consumption amounts to about 2 lbs per head p.a. 


Chinese tea-houses are scattered all over the Colony. Cha- 
racteristic China tea is preferred to black tea. The follow- 
ing kinds of Chinese tea are particularly favoured: Pao 


Chung, Po Ni and Shui Hsien. Advertising does not seem 
to influence local tastes since the different kinds of tea 


have a long history and are well known among the con- 
sumers. 


The countries to which tea is exported from Hongkong 
are distributed all over the world but the main markets 
are in Malaya, United Kingdom, Australia, United States 
and Indochina. The following table shows the quantity 
and value of tea exported from the Colony to some of the 
principal countries in 1956: 


* 6s 10d was abnormally high. 


PROGRESS IN THE 


Great Development 


The reclamation and development of Tsuen Wan has 
proceeded at a fair pace. By the end of March 1957 the 
reclaimed areas totalled nearly a million square feet, pro- 
viding accommodation for three factories already completed 
and a fourth under construction. Unfortunately the deve- 
lopment of industrial sites has far outrun what should be 
the parallel development of housing sites and for lack of 
proper accommodation the increasing population has had to 
find room for itself in squatter huts. This problem is being 
attacked but it will be some time before a material im- 
Provement can be effected, according to the report of the 
New Territories Commissioner for the year April 1956 to 
March 1957. 
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Economic Review 


Countries Quantity (ibs.) Value (HK$) 
U.K. 1,061,793 1,894,133 
Australia 792,131 1,701,832 
Malaya -__--. 2,363,673 5,012,644 
U.S.A. 193,284 1,109,564 
Indochina 738,319 1,107,013 
Macao 264,126 453,360 
Thailand 374,685 889,297 
Netherlands 218,655 345,173 
Other countries: 99 £225----5----=2=---5 2,009,333 4,505,230 
Total Be eae ie soe peered 8,015,999 17,018,246 


Foreign preferences for tea are roughly as follows: 
U.S.A.—black tea, oolong; South America—black tea; North 
Africa, East Africa, West Africa, Morocco—green tea, black 
tea; Middle East—black tea; England, Holland, France, 
other European countries—black tea. 

The main countries which act as tea suppliers to the 
Colony are, in order of importance, China Mainland, Taiwan 
and Ceylon. In 1956 imports were as follows: 


1956 HONGKONG’S TEA IMPORTS (BY COUNTRIES) 


Countries Quantity (lbs.) * Value (HK$) 
China. (Mainland) -2.-<2222S2-22-25—— 10,683,516 18,561,229 
Taiwan See eoe ene 2,124,226 3,167,905 
Ceylon 856,643 3,412,454 
Indochina 436,150 804,431 
Macao 80,088 147,196 
Malaya 122,727 136,699 
Indonesia 44,800 55,600 
Japan 48,802 29,664 
U.K. eee, 308 4,949 
U.S.A 94 1,385 
Total 14,397,354 26,321,506 


Manufacturing and packing of imported tea are carried 
out in the Colony. So far, the tea merchants in the Colony 
have not been organised. Competition is keen, which some- 
times results in serious price falls. 

The International Tea Agreement, covering India, Cey- 
lon, Pakistan and Indonesia, was originally negotiated in 
1933 and was last renewed in 1950. It terminated in April 
1955. Negotiations for its renewal have encountered diffi- 
culties. According to press reports, one or, two of the pro- 
ducing countries opposed continuation of some of the restric- 
tions and the East African tea producers did not accept 
an invitation to join the Tea Committee. Apparently, some 
of the producers have sufficient confidence in the demand 
outlook to dispense with prewar production restrictions. 
Some governments feel that a new agreement should con- 
form to the criteria of other international commodity ar- 
rangements which have received international acceptance 
since the Second World War. It is probable that an agree- 
ment with adequate consumer representation would provide 
a more suitable basis for long-term operations. 


NEW TERRITORIES 


In November a start was made on the reclamation of the 
neighbouring Gindrinkers Bay. A sea-wall has been con- 
structed to connect Tsing Chau, or Pillar Island, with the 
mainland to the North, and refuse is being dumped on 
the landward side by the Urban Services Department. 


Considerable progress has been made on the Tai Lam 
Chung scheme. The area of the future reservoir of the 
Tai Lam Chung scheme includes two villages, Kwan Uk- 
Tei and Tai Lam and arrangements have had to be made 
for their resettlement en bloc. It was at first intended 
that they should be resettled on the land and a search was 
made for suitable agricultural land. This plan was later 
abandoned, mainly on the insistence of the villagers them- 
selves that they would prefer an urban life. A site was 
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found in Tsuen Wan and, in accordance with the wishes 
of the villagers, plans have been drawn up for a block of 
flats to accommodate both villages. 

Work continued on the improvement of the Castle Peak 
Road between Lai Chi Kok and Tsuen Wan and local 
improvements were made to the main N.T. circular road. 

These works fall into the category of general deve- 
lopment, designed mainly or entirely for the benefit of the 
people of the urban areas, including the expansion of urban 
industries, and they contribute only indirectly, if at all, 
to the prosperity of the N.T. The works undertaken for 
the direct betterment of the N.T. comprise mainly the sup- 
ply of water, both for irrigation and drinking, and the 
improvement of communications to the food-producing 
villages. 

The Cheung Chau water-supply scheme was completed 
in August 1955 and was formally opened on 38rd Septem- 
ber. Water is stored in a small reservoir East of Shap 
Long, in Lantao, and it is piped across the channel to the 
island of Cheung Chau. The average daily supply is about 
10 gallons a head; not large by city standards, but suffi- 
cient for the needs of a rural town. 

Several irrigation projects, financed from Colonial 
Development & Welfare funds, were completed during the 
year. A further 3 schemes were under construction at the 
end of the year. 

In February 1956 work began on the South Lantao 
road, which will run from Silvermine Bay via Pui O and 
Cheung Sha to Tong Fuk. It is designed as an all-weather 
motorable road ancl it is the first in the planned system 
of communications for this Island. Its total cost will be 
well over a million dollars, which is being met from Colonial 
Development & Welfare funds, and its construction will 
make possible the development of the South East of Lan- 
tao, as well as provide access to some of the best bathing 
beaches in the Colony. 

Preliminary work has begun on the construction of 
“feeder’’ roads in several areas of the New Territories. 
These roads, which are financed from Colonial Development 
& Welfare funds, are to be all-weather motorable roads 
designed to take light lorry end bus traffic and will pro- 
vide access from the main roads to rural areas that can at 
present be reached only by village paths. 


Agriculture 


Paddy cultivation is still the main industry of the New 
Territories and on the price of paddy largely depends the 
prosperity of the area. In this respect it has not been a 
good year and the downward trend in prices that began 
in 1953 has, unfortunately, been steadily maintained. The 
1956 first crop of paddy fetched only an average of $28 
-a picul, the lowest figure recorded since 1946. This crog 
was badly affected by frost, drought and then floods. It 
was below average in all three Districts but worst in Yuen 
Long where in most areas the yield was only 30% of the 
average. The second crop was not affected and was well 
up to average, though prices remained low. 

The search continued for abandoned agricultural land 
suitable for resettlement and while no spectacular progress 
was made, the results achieved have been encouraging. 

Nim Shue Wan, on the East coast of Lantao, was at 
one time well populated and prosperous but it was almost 
completely abandoned about 20 years ago. In 1946 several 
families from Peng Chau settled there with the assistance 
and encouragement of the Peng Chau residents’ association; 
their own industry and enthusiasm, with help from the De- 
partment of Agriculture, Fisheries & Forestry, the Kadoorie 
Agricultural Air Association and the District Administration, 
has made the settlement a marked success. A sea-wall has 
been constructed; about 8 acres of new land are under 
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cultivation; and the population has now reached one hun- 
dred. 

. On 1st March, 1956 seven families moved into a new 
settlement at Cheung Sheung on a plateau between Three 
Fathoms Cove and Long Harbour, Tai Po district. This 
project was undertaken in cooperation with the Church 
World Service and with assistance from the Director of 
Agriculture, Fisheries & Forestry and the Kadoorie Agri- 
cultural Aid Association. Most important, the people of 
the neighbouring village welcomed the arrival of the new 
inhabitants, who soon settled down. 

Consideration has been given to the effects of the Tai 
Lam Chung scheme on irrigation systems in Pat Heung, 
Shap Pat Heung and Tuen Mun. It has been agreed in 
principle that since agriculture in these areas cannot be 
allowed to suffer as a result of the scheme, it must be com- 
pensated by the construction of impounding reservoirs, 
where necessary, to provide adequate alternative irrigation 
water. 

A village orchard scheme was started by the Kadoorie 
Agricultural Aid Association in June, 1955. Under this 
scheme seedlings, supplied by the Agricultural Department, 
are planted out by the villagers themselves who are paid 
for their labour by the Association, which also meets all 
other costs of the scheme. The orchard is then the com- 
munal property of the village. Progress was slow at first, 
but by the end of the year 13 such orchards had been 
established and many further applications were under con- 
sideration. 

A pilot scheme was started at Sai Kung in October 
1955 for the composting of refuge. The results so far have 
been good and it is proposed to extend the scheme in due 
course to other areas of the New Territories where cen- 
trally located compost pits can process much of the refuge 
collected. 

Forestry 

Some progress has been made in the development of 
village forestry lots and there are indications that the 
benefits of the scheme are now being realized. The scheme, 
which was first inaugurated in 1953, provides that the 
Forestry Development establishes a tree plantation for any 
village that is prepared to maintain it for the communal 
benefit, and gives assistance to the village until the income 
from the timber enables the village to continue on its own. 
Applications under the scheme are now being received, but 
more education and encouragement are needed to bring 
the scheme into full operation. 

The local shortage of camphorwood caused a sharp 
increase in sales of camphor trees in village groves. Fell- 
ing of these trees is controlled and allowed only on the 
advice of the Forestry Officer and the funds realized are 
to be used for the construction of approved local public 
works in the village concerned. 

In order to give publicity to the importance of tree- 
planting in rural areas it has ‘been decided that Tree Plant- 
ing days should be held annually during the Tsing Ming 
festival. 

Industry 

In Tsuen’ Wan six factories were established last year 
or enlarged, including the Tai Hang rubber factory which 
employs nearly a thousand workers and is one of the largest 
in the Colony. 

Kwai Chung has been scheduled as a food factory 
area'and during the year five factories were established in 
this area. 

Further progress has been made, in concert with the 
Labour Department and health authorities against mush- 
room factories in Tsuen Wan, and as a result some improve- 
ment has been effected in the illegal and generally quite 
unsuitable buildings that were put up soon after the war. 


208 


Rural 


Almost the whole of the New Territories is now covered 
by a network of rural committees. The rural committee 
system is an improvement of the system of village repre- 
sentative in use up to 1941. Each village of from 50 to 
100 inhabitants elects, or appoints according to clan cus- 
tom, a representative and sometimes a deputy representa- 
tive. (By “village” is meant the Chinese ts’uen, an or- 
ganized community usually of one clan, not a random, col- 
lection of unrelated neighbours as in England). Small 
villages may band together to share a representative. Large 
villages (the largest has about 2,000 inhabitants) either 
have several representatives or are divided into wards each 
counting as a village. 


Committees 


In a partial return to the traditional organization 
found here in 1899, groups of villages have been encouraged 
since 1946 to organize themselves into areas, usually centr- 
ing on a market town, and to elect a rural committee. 
Each area has its own constitution and method of election, 
worked out by the villagers themselves with the assistance 
of the district officer but the twenty-eight committees now 
in existence present many similarities of working, and the 
results of the first few years of this experiment are gradual- 
ly building up experience as a result of which a sound stan- 
dard system, with modifications to meet the special needs 
and traditions of each area, may become acceptable to all. 
The usual practice now is for all the village representatives 
for the area to form an electoral college and to elect the 
vural committee from past or present village representa- 
tives plus a few candidates to represent the town or towns 
and other non-village communities such as _ fishermen, 
miners, or immigrant factory workers. 


The rural committees have as yet no statutory exist- 
ence or powers, exercising only such functions as the dis- 
trict officer sees fit to delegate, in which some are more 
successful than others. Most of them, however, have al- 
ready proved their usefulness not only as mouthpieces of 
public opinion, but also in the arbitratioh of local clan 
and family disputes and generally as a bridge between the 
administration and the people. 


In September, 1955, the Tai Po District Officer intro- 
duced the practice of holding informal monthly meetings 
with the rural committee chairmen. Matters of general in- 
terest are discussed and representatives of Departments 
concerned are invited to attend for the discussion of any 
points within their particular province. These meetings 
have been found most successful; they are appreciated by 
the chairmen concerned and they have had most useful 


results. It is now proposed to extend the practice to the 
other two districts. 


HONGKONG 


Building Projects 


More tall buildings are now under construction than 
at any previous period and the public is intrigued to learn 
every other day of a new and seemingly more ambitious 
project for the erection of a theatre, a hotel, an_ office 
block, an apartment house, a row of tenement houses etc. 
Architects and construction companies are as busy as the 
proverbial bees. There would seem to be no end to the 
enterprise and even daring of builders spurred on as they 
are by the achievements already visible to all or by the 
projects and plans talked about all over the city. As one 
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Welfare and Education 


Unempioyment remains a serious problem in the New 
Territories and applications for jobs are still increasing. 
In the Yuen Long District alone 580 applications for em- 
ployment from villagers were forwarded to Government De- 
partments and utility companies during the year. The mili- 
tary authorities have provided casual employment for vil- 
lagers as grasscutters and coolies and have taken on a 
number of recruits for the Pack Mule Company. But the 
demand for employment continues and comparatively few 
applicants have managed to obtain the jobs they sought. 

The new market at Shek Wu Hui was completed and 
opened for business in November. A new public dispensary 
at Sai Kung was opened. The Haven of Hope sanatorium 
for tuberculosis patients was opened. Work on the site 
formation of the new mental hospital at Kei Lun Wai, 
Castle Peak, was begun in November. The Hongkong 
Jockey Club contributed $450,000 for the construction of 
a clinic at Tai Po. 

18 schools were completed or enlarged during the year 
and at the end of the yéar a further 5 were nearing com- 
pletion. Most of the viHage schools were assisted by 
Government subsidies, the remainder of the cost of con- 
struction being borne by the locél community who raised 
subscriptions equal to the Government grant. Applications 
for a further 25 schools were under consideration at March 
31, 1957. There were altogether 262 schools in the N.T. 
with a total enrolment of 30,138 pupils. This represents a 
fair proportion of the total number of children of school 
age, which is estimated at about 45,000 for the whole of 
the N.T.: but the education provided is almost entirely at 
the primary level only, most village schools indeed having 
the lower three, or sometimes four, classes only, and only 
a very few pupils continue in N.T. schools after the age 
of fourteen. Many of them continue at schools in the 
urban areas but there is a growing need for more secondary 
schools in the N.T. 


Kadoorie’s Aid 


Kadoorie Agricultural Aid Association assistance has 
continued to be given in the construction of communal 
village works, such as small irrigation dams, channels, wells, 
bridges and footpaths. Assistance usually takes the form 
of providing the necessary cement or other materials, and 


technical advice, the villagers themselves supplying the 
labour. The Kadoorie Agricultural Aid Association has 
met every claim for assistance and the scale of work 


financed by it has increased some 400% since the previous 
year. The main weight of this assistance was in the Tai 
Po District where 129 villages between them received 21,761 
bags of cement and $14,966 for the purchase of steel 
reinforcing. 


NOTES AND .REPORTS 


casually talks with people in their offices or on the kerb 
one picks dp an altogether amazing picture of building acti- 
vity, actual and planned, and one cannot help wondering 
where all the cement, facing tiles, pipes etc. will come from, 
and where the capital originates. 


There has been a lot of shoddy building and many of 
the latest additions to the skyscraper row show signs of 
poor construction work. The trend to build fast and a 
low cost, even at times at no profit to the construction com- 
pany, has become very pronounced. This will have in due 
course detrimental effects. Competition in the construc- 
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tion business, in spite of the excessive amount of work de- 
manded by building interests, is as keen as in any other 
business and it appears that ever more firms try to muscle 
in on this line where, it has been rumoured, quite a few 
made a ‘killing’. But these days profits are small and 
thus tend to discourage old established and really com- 
petitive construction firms to undertake jobs for which the 
newcomers are so anxious to bid and underbid. Cut-throat 
competition is doing much harm to Hongkong’s wildly pro- 
gressing building boom, and the use of poor materials, the 
employment of unskilled or otherwise not well trained per- 
sonnel and a hectic tempo is the result which the public 
now views with anxiety. Much more official supervision 
would be necessary but in this rush of construction there 
is simply not sufficient government staff to check on actual 
accomplishment of building as stipulated. 

In the Central District, as a result of active rebuilding 
both east and west of Pedder Street, and in consequence of 
the skyrocketing of land prices, there is now such a scramble 
for redevelopment that one cannot help fearing unfavour- 
able repercussions. Along Queen’s Road and Des Voeux 
Road between Pedder Street and the Central Market there 
is a race on for taller and more attractive buildings. This 
portion of Central District (or Chung Wan) has been 
sadly neglected in the past and redevelopment is of course 
highly desirable. The speed with which this is being done 
appears however not sound. Also the land prices are ex- 
cessive. We have heard of many redevelopment schemes 
including the demolition of Queen’s Theatre and the con- 
struction on that site of a 14-storey amusement and office 
building, housing a theatre, restaurant, night club, a de- 
partment store and offices. On the waterfront there are, 
according to plans of various construction companies, to be 
built several 14 to 17-storey office buildings which, it would 
seem, are at present not required there being adequate 
office premises available considering the number of little 
skyscrapers now raising their steel frame structures, includ- 
ing the Chartered Bank Building and Jardine House. The 
Colonmy’s largest landlord, Hongkong Land Investment Co., 
have well advanced plans for the redevelopment of several 
of their city blocks which, when completed, should satisfy 
all demand for office premises even assuming the most pro- 
sperous business development in the next few years. 

Apartment houses, reaching up to 18 or 20 storeys in 
the sky, are no longer a matter arousing curiosity. The 
solution of the housing shortage is being attempted! in the 
vertical direction and by compressing thousands into the 
smallest possible area. Elsewhere people live in one or two 
family houses, with small gardens or at least some breath- 
ing space around; here, even the well-to-do have to crowd 
together, lifting themselves up a dozen and more storeys 
high. But, unfortunately, there is no alternative but to 
build our flats up into the sky. The consequences are any- 
thing but cheerful. From Causeway Bay east the skyward 
trend continues unabatedly and hardly a week passes with- 
out a new project being announced aiming at the further 
vertical increase of Hongkong. 

No wonder that more attention is now being paid to 
residential development of certain areas in the New Terri- 
tories which are not too far from Kowloon. Laichikok has 
already been well developed in this regard and more houses 
are being constructed in that area and beyond on the road 
towards Tsuen Wan. We shall see the attack on the Tai- 
moshan slopes and perhaps even the creation on that moun- 
tain of a hotel and recreation centre—a project which has 
often been discussed even in the Abercrombie town planning 
report. More business like and profit promising would ap- 
pear to be a Peak development project. Nothing can be 
found on top of that scenic mountain which could attract 
tourists or Jocal residents with the exception of a badly 
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managed open air refreshment pavilion, and this is a pity 
because a hotel with a restaurant for the general public, 
and with a swimming pool and a surrounding lawn, would 
immensely add to the recréational facilities of Hongkong. 
Some interest for the development of the Peak has been 
evinced but nothing serious has materialised. 

The majority of building interests follow a policy of 
quick construction and early amortisation. Building with- 
out adequate funds is the rule rather than the exception 
and selling, even at no profit, of portions of new buildings 
before they are readied for occupation is taking place every 
day. The surprising thing is to find that so many local 
residents have apparently the money to buy flats rather 
than to pay monthly rental, thus becoming as it were house 
owners iiving rent-free but paying rates to Government. 
Without this strong buying of apartment houses by the 
public at large, the construction boom could not have been 
sustained. The financial strength of a fair number of Hong- 
kong residents is reflected by the acquisition of flats in new 
houses—a tynically local way of home building. 


Elevators, Escalators 


More tall houses, more lifts. The battle of lifts is 
waged between Otis, an American firm, and Schindler’s, a 
Swiss organisation. Others do only small business in rela- 
tion to these two ‘giants’. Escalators are now in fashion. 
The first of this (for Hongkong) novel contraption was in- 
stalled a short while ago in Man Yee Building, and ever 
since crowds have been taking joy rides there. It’s the 
gratis entertainment of the plebeians. Bona fide customers 
of the shopping arcade in that building better use the stairs. 
So intrigued are the people here with escalators that now 
every other self-respecting housing promoter wants these 
things installed somehow or other in a new building. Mean- 
while the elevator business is extremely prosperous. 

Otis Elevator Company secured the biggest elevator 
contract in Hongkong for the new Chartered Bank building. 
In the 18-storey bank building, Otis Elevator Company will 
install a total of eight lifts. These will include four high 
speed (700-foot-per-minute) and two geared-UMV passen- 
ger lifts---the latter two for the Queen’s Road section of 
the 244-foot-high building. In addition, there will be a 
500-foot-per-minute heavy duty lift and inside the bank a 
bullion elevator. Other local contracts awarded the com- 
pany are for the Empire Theatre Development project at 
North Point. The new building will have six Otis elevators 
and two escalators—up to and from the first floor. The 
escalators will also serve cinema patrons who will book 
tickets on the ground floor and take the escalator to the 
entrances of the theatre on the first floor. In the new 
Humphrey’s redevelopment project off Nathan Road, Otis 
company will install seven lifts and two escalators. The 
escalators will serve a shopping arcade of some 200 shops 
and transport patrons one-way from the ground floor to the 
first and second floors. When the two development projects 
are completed the Colony will have a total of 12 escalators 
of which six have been installed at the Jockey Club in 
Happy Valley and two in the Man Yee Building on Des 
Voeux Road Central. 


Shops and Stores Galore 


There is no end to the opening of new, better and 
more attractive shops and stores, all over the Colony. Shop 
fronts are being continually lifted, made more exciting, using 
latest building materials and lights with a profusion of glass 
and colour. New shopping districts are multiplying. The 
variety of goods displayed appears ever more tantalising. 
From all corners of the world every imaginable luxury and 
every household article is being imported and shown, in 
increasingly tasteful and cttractive surroundings to the 
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hosts of buyers and window-shoppers. Also, with surprising 
speed, locally made goods are invading luxury and other 
shops, proving to our numerous visitors the success of manu- 
facturing in Hongkong. Along the main roads and connect- 
ing streets shop premises are found packed one after the 
other. There is growing interest on the part of the busi- 
ness community to obtain ever more display space, and 
ingenious methods have been devised to show to the public 
what goods the world can offer to satisfy every appetite. 

Premises are still much in demand although in recent 
years there have been built so many new commercial struc- 
tures and arcades. The tourist boom was largely respon- 
sible for the incessant expansion of shopping premises in 
several of the popular districts of Hongkong and Kowloon. 
As this boom will last and may increase in scope, and as 
there is general confidence in the security and stability of 
the Colony, investment in more shops and stores is strong 
and very much on the increase. One may perhaps wonder 
when a saturation point will have been reached and when the 
number of shops will no longer expand. But to judge by 
the recent speed in new shop construction, this point would 
seem to be far off. 

Arcades have become very popular and more of these 
shopping lanes in large buildings are being constructed. The 
leading Central District arcades—Gloucester and Alexan- 
Gra—have now been increased by the Man Yee Arcade (a 
two storey affair) which glitters with pretentious and well 
designed shops. It is a most pleasant experience to wander 
through that new arcade and view the goods so richly dis- 
played in so many windows, many of whom have been artis- 
tically arranged and decoration has been tastefully applied. 
The shops in the Man Yee Arcade may serve as an eye 
opener to those who have been questioning the progressive 
spirit of our shopkeepers. 

In Tsimshatsui there are now several fine arcades, the 
wellknown Miramar and the recently opened Champagne 
Court being outstanding for the elegance and fine arrange- 
ment of an amazingly large variety of goods. These are 
mainly shown for the benefit of overseas buyers with the 
American tourist being singled out for most attention in 
this regard. Hongkong products of the luxury category are 
widely displayed. Expensive jewellery of Western and 
Oriental type is on offer in dozens of new shops in addition 
to the already so numerous gold and jewellery shops in the 
principal shopping thoroughfares. In Yaumati and in 
Mongkok arcades have been constructed; the Shaw’s Build- 
ing arcade is one of the finest and most popular with re- 
sidents in central and northern Kowloon. 

In Causeway Bay area shops have been opened in such 
numbers that even inveterate optimists cannot but raise 
their eyebrows in wonderment. With new apartment houses 
rising in that district and in North Point, where several 
tall structures are under construction (such as Mido Apts. 
and Coronet Court), ground floor shop premises will be 
considerably increased and competition must become ever 
more profit-cutting. 

Today’s opening of a shop is no longer a small matter 
as capital for equipment of such shops is far in excess 
of what was required only five years ago. One shop wants 
to outdo the other, and in this race costs are bound to rise 
gradually. It took some time to convince the local shop 
and store owners that new styles and ideas in goods’ display 
had to be adopted which would cost a good deal of money 
and would require more ample capital for the initial finance 
of such an enterprise. The Cantonese shopkeepers are con- 
servative and not easily persuaded that shops have to appear 
so fancy as today most of them do. If we had not had the 
good fortune to welcome so many merchants from Shanghai 
just before and after the communists took over the main- 
land, the Cantonese shopkeeper would have persisted for a 
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much longer time in his conventional and outdated ways 
and methods. But the enterprising, speculative, often reck- 
less Shanghai business men ‘invaded’ practically every field 
of commercial, financial and industrial endeavour and they 
compelled, by their example and fortitude, the Cantonese 
to follow suit or be left behind. Most of the artistically 
decorated and equipped shops and stores were opened in 
the several tourist districts by Shanghai business men but 
local capital has now determined to keep up the new pace, 
and thus there seems no end to more attractive and ex- 
pensive shop furnishings, goods display and commercial art 
employment. 


Lantao Island 


The new motor road on Lantao Island, built by Govern- 
ment to improve communications for the inhabitants and 
to open up the island for development purposes, was opened. 
The immediate purpose of the road is..to benefit the local 
villages and to assist the inhabitants in marketing their 
produce. The road also provides access to a number of 
beautiful beaches: these with modern tendencies have cash 
value. The attractions of the beauty spots on. the island 
may bring more visitors and this in turn would bring the 
villages in closer contact with Hongkong and should. result 
in a higher standard of living to the islanders. The road, 
which at present is five miles long, gives access to seven 
villages. It has been built with funds ($1.3 million) pro- 
vided by the United Kingdom Government under the Colonial 
Development and Welfare Acts. 

The road is narrow but there are passing places. There 
are nine bridges the largest of which has a span of 43 
feet. The highest point is 425 feet above the sea level 
and the steepest incline is one in nine, which is considered 
not excessive for lorries. Plans have been prepared to ex- 
tend this road to Shek Pik where it is hoped to construct 
a new reservoir. The extension will double the length of 
the present road. About 300 men were employed on the 
construction work, all of them, except a few skilled trades- 
men, being Lantao men. The local people can regard the 
road as the result of their own efforts. There may be roads 
to other villages in future. The road will prove a sound 
investment and will bring prosperity to the people of 
Lantao. 


New Building Developments 


Work started on the erection of the multi-storey 
public car park at the Star Ferry Concourse which will be 
three-tiered and with accommodation for 423 cars—405 
inside the car park and 18 outside for 20-minute parking. 
The car park should be completed in November this. year. 

Work is proceeding on the final working drawings of 
the City Hall, the site of which is opposite the Butterfield 
and Swire Building. Piling work is due to start on March 
1, 1958. The City Hall complex, which will include a three- 
tiere| car park capable of accommodating 190 cars, is ex- 
pected to be completed on December 31, 1959. 


Good progress is being made on the construction of 
classrooms and workshops for the Kowloon Technical College 
at Hung Hom. Other new works under construction include 
the second stage of the resettlement buildings at Tai Wan 
Hill, more resettlement flats at Lo Fu Ngam, Shek Kip 
Mei and Wong Tai Sin, the Police Rank and File Quarters 
at Arsenal Yard, and the West Wing of the Central Govern- 
ment Offices fronting on Ice House Street. Work is con- 
tinuing on the erection of a new market at Kansu Street, 
a primary school at Fuk Wing Street, a polyclinic at Shek 
Kip Mei and a new ward block for the Kowloon Hospital. 

New projects on the official drawing board include a 
new Post Office at Sheung Shui, a Kowloon Chest Clinic, 
the Government Printing Workshops, a new Divisional Police 
Station in Tsuen Wan and a new Colonial Cemetery and 
Crematorium. 

Government will develop the Chai Wan area into a new 
suburb. The proposed development area lies between 
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Island Road and the sea bounded on the north by 
Sai Wan Hill and on the south by the Mount Collinson 
catchwater. Certain areas will be set aside for residential 
building including sites for resettlement blocks. Provision 
is made also for government, community and _ institutional 
uses. The industrial area will accommodate small concerns. 
Large areas will also be provided for timber yards and boat 
building. A large part of Chai Wan at present is occupied 
by resettlement huts. 


A motor road will be constructed soon to link Tsuen 
Wan to Gin Drinker’s Bay. The road will be 18’ wide and 
about a mile long. It will start from the middle of Texaco 
Road, by-pass the Tsuen Wan Chinese Permanent Cemetery 
and skirt the northern shore of Gin Drinker’s Bay. Con- 
struction work will take about 9 months. . 


: Another five blocks of resettlement flats at Wong Tai 
Sin, Kowloon, are to be constructed, each seven-storeys 
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high, to provide 2,700 rooms. Construction work should 
begin in November and is expected to be completed in the 
first half of 1958. Work is at present in progress on the 
construction of nine multi-storey resettlement blocks, the 
first stage of the resettlement programme at Wong Tai 
Sin. These nine blocks will have over 4,500 rooms for re- 
settlement purposes. 


A new tcn-storey block is to be built in Electric Road, 
North Point, to serve as a store and administrative offices 
for the Government Stores Department. The ground floor 
of the new block will be used as an open storage space. 
Workshops and store rooms will occupy the eight upper 
floors while the administrative offices will be situated on the 
top floor. Provision is also being made for a works canteen 
on the roof. Construction work on the new building is 
expected to start early next year and the premises should 
be ready for use in October, 1958. Tenders for the piling 
to the foundations of the building were already called for. 


STATISTICAL REPORTS 


January/June 1957 


Vital Statistics—Jan./June Total: Birth 43,366; Death 
10,680. 


General Retail Price Index—(March 1947: 100)—Jan. 
120; Feb. 122; Mar. 120; Apl. 118; May 117; June 118. 


Hongkong Clearing House Figures—Jan. $1,655,855,977; 
Feb. $1,165,041,175; Mar. $1,402,722,007; Apl. $1,365,624,- 
026; May $1,454,416,878; June $1,293,183,749. 


Banknotes in Circulation—Jan. $748,031,200 (HK Bank 
$691.7 m, Chartered Bank $52.1 m, Mercantile Bank $4.2 
m); Feb. $747,014,870 (691.7 m, 51.1 m, 4.2 m); Mar. 
$749,480,135 (691.7 m, 53.6 m, 4.1 m); Apl. $751,306,345 
(691.7 m, 55.5 m, 4.1 m); May $753,174,990 (691.7 m, 57.4 
m, 4.1 m); June $753,249,185 (691.7 m, 58.1 m, 3.4 m). 


Production of Electricity and Gas—Jan./June Total: 
Electricity 350,907,383 kw hrs; Gas 354,522,400 cubic feet. 


Food Supply—Jan./June Total: Animals Slaughtered 
375,282 head; Fish Marketed 23,086 tons; Vegetables Mar- 
keted 38,922 tons. 


Mining Production—Jan./June Total: Feldspar 582.74 
tons; Graphite 1,334.5 tons; Iron Ore 47,230.89 tons; Kaolin 
2,834.28 tons; Lead Ore 65.81 tons; Quartz 2,171.67 tons; 
Wolfram Ore 21.36 tons. 


Production—Jan./June Total: 55,689 metric 


Cement 
tons. 


Registration of Factories—Jan./June Total: Applica- 
tions Received 243; Cancelled 85; Refused 2; Certificates 
Issued 127. 


Building Construction—Jan./June Total: Number of 
Buildings 1,100 (HK 500, Kin 6,000); Cost of Building 
$78,396,409 (HK $39.4 m, Kln $38.9 m); Cost of Site Work 
$2,126,447 (HK $789,794, Kln $1.3 m). 


Kowloon-Canton Railway, British Section—Jan./June 
Total: Passengers—Upward 1,379,197, Downward 1,358,104, 
Concession Tickets 63,833; Freight—Upward 13,899,740 
kilos, Downward 83,739,480 kilos. 


Number of Vehicles and Drivers: Licensed in Jan./Juné 
and (Total on June 30, 1957): Vehicles—Motor Cycles 223 
(1,760), Private Cars 2,131 (21,077), Taxis 75 (627), Motor 
Buses 30 (658), Public Lorries 98 (1,397), Private Lorries 


°324 (2,221), Construction Site Lorries 79 (300), Govern- 


ment Vehicles 103 (1,020), Private Rickshaws 20 (20), 
Public Rickshaws 0 (853), Tricycles 7 (798), Trailers 0 
(8), Sedan Chairs 6 (6), Trams 0 (138); Drivers—Motor 
Car Drivers 6,747 (68,569), Construction Site Drivers 187 
(616), Driving Instructors 198 (685), Rickshaw and Tricycle 
Drivers 3,271 (3,271). 
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FINANCE & 


CANADIAN 


By E. 


The proven underground wealth of Canada accounts for 
and justifies the flotation of numerous concerns, some of 
which are truly classics. As effective hedges against infla- 
tion, coupled with clear symptoms of growth, many of these 
securities are eagerly acquired and held in the portfolios of 
investment trusts. Considering that Canada’s population is 
less than 10% of that of the United States, it is evident 
that the bulk of Canadian financing is done by the latter’s 
capital. The undermentioned list of Canadian securities 
represents solid concerns with much promise for the early 
future. Needless to say, there exist also numerous specula- 
tive enterprises, issuing penny stocks and promising the pie 
in the sky. These are found principally amongst mining 
undertakings, often uranium, and should be avoided. The 
strong companies enumerated below are paying dividends at 
a very low scale, mainly because their constant development 
needs huge additional funds; and these are presently side- 
tracked from earnings. The following are some of the out- 
standing Canadian securities: 
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COMMERCE 


SECURITIES 


Kann 


British American Oil 
Calgary & Edmonton @il 
Canadian Pacifie Rly 

Dome Exploration (Western) 
Great Plains Development 
Imperial Oil 

Interprovincial Pipe Line 
McColl Frontenac 

Royalite Oil 

Transmountain Pipe Line 


Aluminium, Ltd. 

Brunswick Mining & Smelting 

Falconbridge Nickel 

Hudson Bay Mining & 
Smelting 

International Nickel 

Mining Corporation of Canada 

Noranda Mines 

Steep Rock Iron Mines 

Ventures, Ltd. 


Coincidentally, some Canadian Investment Trusts have 
in 1954 been established with American capital, but under 
Canadian laws, according to Unitéd Business Service (Bos- 
ton). About such shares, pertaining to U.S. Investment 
Trusts, see my report in No. 18 of Far Eastern Economic 
Review. The new investment trusts are to specialize in 
Canadian securities, and their shares are intended for United 
States investors only. The ‘loading charge’ for buyers of 
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such stock is 74%%. The following are the names of such 
Canadian investment trusts: 


Total assets 


(millions) 
GanadseGeneral: Hund eee ccc $ 76.6 
Investors Group Canadian 107.7 
New York Capital, Canadian . 27.9 
Keystone Fund of Canada 12.2 
Scudder Fund of Canada 52.2 
Tempelton Growth, Canada . 5.8 
Winited munds Oana ames ce ee ocr Pe | 


Herewith some particulars pertaining to some of the 
Canadian stocks: 


* Imperial Gil Co.’s capital structure consists of 31,430,- 
000 common shares and $96.6 million debt. About 70% 
of the commons is in strong hands, namely owned by the 
Standard Oil Co. of New Jersey. The company operates 
nine refineries with capacity of 289,000 bbls per day. Has 
leases in Canada of prospective oil land of 17 million acres. 
Annual sales now $800 million, with strong growth tendency, 
1956 net earning per share $2.20, of which $1.20 was 
paid out as dividend. Within the past 12 months Imperial’s 
stock quotations have risen 20 points. Growth prospects 
are excellent. 


Price abt $62; Dividend estim. $1.20; Yield 1.9%. 


{ McColl Frontenac Oil Co. In 1941 one could have 
bought this stock at $1.20; now it is quoted at about $65. 
Capitalization shows 3,240,000 common shares, $4 million 
preferreds and $32.2 million debt. Annual sales about $130 
million. The Texas Company own 59% of outstanding stock. 
1956 earnings per share $4.50. Future prospects, though 
favorable, are not as good as with the foregoing concern. 


Price abt $65; Estimated dividend $1.80; Yield 2.8%. 


** British American Oil Co.: is the largest Canadian 
Oil Co. Its five refineries have a daily capacity of 95,700 
bbls. Has 5,600 employees and 27,000 shareholders. Cur- 
rent daily production about 62,000 bbls. Capitalization con- 
sists of 18,391,500 common shares and $32.4 million debt. 
Annual sales now approximate $250 million. Earnings per 
share in 1956 $2.50, or about $25 million. Future prospects 
and growth probabilities considered very good. 


Price abt $60; Estimated dividend $1; Yield 1.7%. 


* Aluminium, Ltd. has currently a capacity of 750,000 
tons of aluminium per annum, a quantity which is to be 
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raised to 1 million tons by 1960. World consumption of 
aluminium is constantly increasing, and the concern is the 
lowest cost producer. Has about 28,000 shareholders and 
employs 48,000 people. The financial structure shows 
30,041,500 common shares; debt amounts to $362.7 million 
and preferreds outstanding aggregate 73.2 million dollars. 
Turnover in 1957 expected to be $500 million. The com- 
pany’s common stock was split in May, 1957, at the ratio 
of 3 for 1. Adjusted to this basis, earnings for 1956 
amounted to $1.85 and the dividend to 78 cents. First-rate 
standing; hedge against inflation, though income from divi- 
dend in 1957 will be moderate, probably 90 cents a share. 


Price abt $47; Estim. dividend 90 cts. Yield 1.9%. 


* International Nickel is the largest nickel producer in 
the free world and accounts for 60% of the global nickel 
output. Copper, iron and platinum are also important. Due 
to the fact that nickel is an important ingredient in stain- 
less steel, the metal is in perennial short-supply. The com- 
pany announced recently the discovery of another important 
nickel mining property in Manitoba. Neither debt nor pre- 
ferred precede the common _ stock. Current annual sales 
amount to about $450 million. Dividends for the years 


1955 and also 1956 were $3.75 per share. There are 
14,584,000 common shares outstanding. The company owns 
vast liquid assets. Last year’s net earnings aggregated 


$6.50 per share. First-rate standing. 
Price abt $112; Estim. dividend $3.75; Yield 3.3%. 


* Canadian Pacific Railway,’ though quotations remained 
almost unchanged during the past four years, is a classic 
in its line. The number of outstanding common shares is 
13,917,700; debt stands at $418.7 million, and preferred 
stock at $137.3 million. Gross revenues now approximate 
$500 million, while 1956 earnings were $3.77 net per share. 
Freight revenues are 83% of the total. The road is over 
50% dieselized. Owns 51% of Consolidated Mining & Smelt- 
ing Co.’s shares and holds oil rights to 11% million acres 
in western Canada. 87,000 employees and 63,000 share- 
holders. Price-earnings ratio about 9. Reasons why Cana- 
dian Pacific stock prices have been stagnant are, firstly, be- 
cause the company is dependent upon freight tariffs fixed 
by Government; and, to a lesser degree, because Consolidated 
Mining Co. produces chiefly lead and zinc, both of which 
are in surplus output. 


Price abt $36; Estim. dividend $1.75; Yield 4.8%. 


* Quoted on New York Stock Exchange. 
t Quoted in Toronto & Montreal. 
** Quoted on American Stock Exchange. 


OUTLOOK FOR RUBBER 


Although forecasting is a recognized risky undertaking 
nevertheless it is a necessary venture in attempting to de- 
termine any course involving future commitments. In this 
instance we are endeavoring to look forward several years 
to 1960. We have checked and re-checked with several re- 
cognized authorities in both the natural and synthetic fields 
and believe the figures submitted represent a fairly accurate 
composite of the views obtained plus our own evaluations. 


In considering world production and consumption esti- 
mates which appear in the first table below, the following 
comments are offered. 


a) Estimated Natural Production and Consumption. 
In this instance we have assumed that consumption of 
Natural will pretty closely balance whatever production is 


achieved and that although stocks may vary from month 
to month, they will range between 800,000 and 850,000 
tons. The maintenance of the constant figure of 1,900,000 
tons for production is based on our belief that although 
Malayan production will show increases from year to year 
due to active and continuous replanting, Indonesia’s pro- 
duction will c@ecline because of the lack of replanting in 
that important area. In addition, production in the other 
rubber producing areas will continue at roughly present 
levels. 

b) Estimated Synthetic Rubber Consumption. As 
synthetic rubber must make up the difference between total 
world demand for new rubber, synthetic consumption is 
calculated by subtracting natural consumption from total 
estimated world consumption. 
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c) Estimated Total World Consumption. LOST ac 
3,100,000 is based on U.S. consumption at 1,500,000 and 
Rest of the World at 1,600,000. Our Rest of the World 
figure takes into consideration only a small increase in 
European consumption due to the effects of the Suez crisis. 
Taking a conservative view, however, we think it quite likely 
that the incremental requirements of 110,000 for 1958, 
130,000 for 1959 and 160,000 for 1960 will be achieved. 

d) Estimated Synthetic Production Capacity. This 
admittedly is the category that is hardest for us to gauge 
as individual company plans for the future may be altered 
upward or downward to meet changing circumstances; how- 
ever an endeavor has been made to present the picture as 
it appears to us today. Table II gives a partial breakdown 
of the total estimates given in Table I, column (dq). 


TABLE I 
Estimated World New Rubber Position to 1960 
(in 1000 long tons) 


(a) (b) (c) (d) (e) 
Estimated Estimated Excess 
Natural Pro- Estimated Estimated Synthetic Synthetic 
duction and Synthetic Total Production Capacity over 
Consumption Consumption Consumption Capacity Consumption 
1956 1,888 1,132 3,020 1,280 148 
1957 1,900 1,200 3,100 1,570 370 
1958 1,900 1,310 3,210 1,830 520 
1959 1,900 1,440 3,340 2,000 560 
1960 1,900 1,600 3,500 2,245 645 


(a) World consumption or absorption. (b) Excludes 
Iron Curtain countries and Red China. (c) Includes total 
consumption and/or absorption natural but excludes con- 
sumption synthetic in Iron Curtain countries and Red China. 
(d) Excludes Iron Curtain Countries and Red China. 


TABLE II 
Estimated World Production Capacity Synthetic Rubber* 
(as of mid-year—in 1000 long tons) 


1956 1957 1958 1959 1960 
U.S.A, 
General Purpose 900 1150 1250 13850 1480 
Special Purpose 250 280 340 360 380 
Sub total (U.S.A.) .... 1150 1430 1590 ‘1710 1860 
Rest World 
(Total all synthetic) 
Cann dame 
W. Germany .......... 


United Kingdom .... 
France 
Italy 


Sub total (Rest) 
Grand Total 


130 


140 
1570 


240 290 
1830 2000 


385 
12245 


1280 


Malayan Rubber Export Registration Board 


As a result of numerous quality complaints received 
from consuming markets, the Malayan Government establish- 
ed in 1953 the Malayan Rubber Export Registration Board. 

The Board was authorised to deal with flagrant cases in 
which shippers had violated ethical business practices relat- 
ing to rubber quality and packing and has endeavored to 
take appropriate steps in penalizing shippers who have dis- 
regarded their contractual quality obligations. 

In the 1956 Annual Report of the Malayan Rubber Ex- 
port Registration Board, the number of complaints pro- 
cessed during the year was tabulated as follows: 


* Excludes Iron Curtain countries. 
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The Rubber Trade Association of London .. 197 
Buyers: ini Mondor ye eee ee eee 5 
The Rubber Trade Association of Japan —* 
The Rubber Trade Association of New York ...... — 
Shippers in’ Singaporeu 2 eee 3 
205 

Less complaint withdrawn by shipper in Singapore 1 
Total © ..ncl chee ee eee 204 


* The Rubber Trade Association of Japan notified seventy~ 
one complaints to the Board, but no samples in support 
of the complaints were received. No action can be 
taken by the Board unless properly sealed samples are 
received, 

We noted with interest that no complaints were tabu- 
lated for the RTA of New York in view of the fact that 
there has been so much generalized criticism of natural rub- 
ber quality by both traders and manufacturers in this 
country. According to the figures above, Malaya has a com- 
pletely clean record as far as flagrantly off-quality shipments 
to the United States are concerned. This conclusion, how- 
ever, does not accord with the recent statement prepared 
by the RMA and the RTA jointly on the quality of rubber 
deliveries in this country for the year 1956. Both the 
RMA and the RTA have given every evidence of strong sup- 
port for the Malayan Rubber Export Registration Board, 
yet they appear not to have taken advantage of the Board 
machinery insofar as registering complaints are concerned. 


Grade Breakdown on 1956 U.S.A. Imports 


The Rubber Trade Association of New York and the 
Rubber Manufacturers Association have prepared jointly a 
breakdown by grades of imports of natural rubber into the 
U.S.A. excluding rubber packed in Singapore by subsidiaries 
of. U.S.A. manufacturers. The figures eover 74.5% of total 
dry natural imported during 1956 and are as follows: 


RMA GRADES 


Ribbed Smoked Sheets Long Tons % of Total 


15.5 


2 6.8 
3 22.6 
4 11.7 
5 4.8 
otal RSS soe a ee eee es 232,250 61.4 
Pale Crepe 
1X Thin 1,716 0.5 
i ‘Thin 4,268 at 
Thin 1,868 0.5 
3 Thin 1,471 0.4 
1X Thick 792 0.2 
1 Thick 1,076 0.3 
2 Thick 415 0.1 
3 Thick 1,164 0.3 
Total Pale Crepe. ..<.====-=.. Pen pee 12,770 3.4 
Estate Brown Crepe 
aS icles ce Phin i. es oe eee eee 5,082 13 
2X Thick & Thin -___ oe 4,061 1.1 
SHC UTRICK (Seana nite ne = 5,719 1.5 
Total Estate Brown Crepe ____------__---- 14,862 m:) 
Thin Brown Crepe 
1 Ses eee 70 7 
2 0.1 
3 5.0 
4 3.1 
Total Thin Brown.Crepe 224.223. .5222.:— 30,886 8.2 
Thick Blanket Crepe (Amber) 
b ; 
3 5 11.5 
4 3.4° 
TotalpeAMpbet. © (oases ee tel ee ee 56,192 14.9 
Smoked Blanket ____ oe el She 3.0 
Flat: oBarki 3) s- oee ne ee e 19,858 5.2 
TOTAL ALT GRADES Hecs = seees eee 378,295 100.0 


+ Less than 0.05%. — H. C. Bugbee 
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PHILIPPINE ECONOMY IN 
THE FIRST QUARTER 1957 


Expansionary movements continued 
to prevail in most areas of the Philip- 
‘pine economy during the first quarter of 
1957. The unabated growth of money 
supply and domestic credits, the invi- 
gorated activity of the public sector, 
of construction and public utilities, and 
a magnified international trade 
evidenced the expanding economy. De- 
clining retail and consumer prices and 
a restive international reserve position 
accompanied the economic expansion. 
At the same time, no spectacular 
changes were recorded in public debt 
and wholesale prices, although gross 
sales displayed more activity and the 
employment situation showed a slight 
improvement. 

A. distinctive development in chan- 
nelling credit resources into the most 
productive uses is the strengthening 
of the policy of selective credit. Re- 
flective of this policy, the total domes- 
tic credits of other banks increased, 
although at a rate lower than that of 
last year, while Central Bank credit 
extended to Other Banks dropped con- 
spicuously. On the other hand, loans 
to the ACCFA and the rural banks were 
augmented considerably. Significantly, 
the increased open market operations of 
the Central Bank indicated stepped-up 
purchasing activities far in excess of its 
selling operations, thus absorbing in- 
vestment securities in local bank’s port- 
folios’ and also exerting a positive in- 
fluence on money supply. 

The new money. generated in the 
economy during the quarter under re- 
view is largely the result of the public 
sector’s activities, stemming from con- 
sistent Central Bank support of the 
financing requirements of the govern- 
ment development program, increased 
commercial bank credit to the Govern- 
ment, and the shrinkage of National 
Govérnment balances. Inflationary 
trends, however, were curbed to a cer- 
tain.extent by the effects of increased 
savings, time and other deposits, and 
the excess of imports over exports. 

In contrast to the P78.89 million in- 
“crease during the first quarter of 1956, 
public debt this quarter exhibited a 
mere P19.73 million increment. 
theless, the pattern favored develop- 
ment debt which consisted of 66 per 
cent of the total outstanding during the 
period under review, against 60 per 
cent recorded last year. 

Following money and credit trends, 
construction of all types of buildings 
erected in Manila achieved a 33.1 per 
cent boost over the previous quarter. 
Compared to year-ago figures, a 59.4 
per cent advance was-recorded. Al- 


Never-" 


though the value of non-residential con- 
struction this quarter showed a 102 
per cent increase over last year’s initial 
quarter, the number of units construct- 
ed was 29.5 per cent lower, thus giving 
rise to the assumption that bigger or 
more expensive units or buildings are 
being built this year. ‘ 

Accompanying the upswing in the 
construction industry, real estate and 
public utilities likewise spurted greater 
activity. The expanding operations of 
non-agricultural establishments pushed 
the employment index upward by some 
3.4 per cent, particularly in the per- 
sonal services, mining & quarrying and 
the manufacturing sectors. 

Money wage rates this quarter regis- 
tered a slight drop when compared with 
the last quarter of 1956, while real 
wages reflected positive changes in view 
of the reported lower prices. The 
situation, however, is reversed when 
first quarter levels of 1956 and 1957 
are matched, since money wage rates 
reflected only fractional positive changes 
while real wage rates fell by 2.6 per 
cent. 

Increases were also registered by the 
gross sales index, particularly in manu- 
facturing, construction, electricity, gas 
& heat, water & sanitary services, com- 
merce, transportation, etc. Considering 
the recorded decline in prices of some 
commodities, it is reasonable to assume 
that a greater sales volume may have 
been actually effected. 

The ample supply of domestic food- 
stuffs and the seasonal slump in food 
prices forced retail and consumer price 
indices down by 1.9 per cent during the 
period under review. On the _ other 
hand, prices of export goods and im- 
port goods went up, mainly as a re- 
flection of rising prices overseas. Com- 
pared to the corresponding period last 
year, retail prices of selected commodi- 
ties in general stood at higher levels 
this year except those of fuel, drugs 
and medicines. 

Mining stock prices led the upward 
rally of the Manila stock price index, 
with the bank stock price index coming 
in a close second. Increases in pro- 
duction and commodity prices are be- 
lieved to. be influential factors in the 
pick-up of the prices of some base 
metals. The atithorization for the use 
of non-residents’. blocked peso deposits 
for the direct purchase of gold bullion 
in the domestic free market may have 
influenced, to some extent, the perking 
up of prices of gold mining issues. 

On the external front, foreign trade 
expanded considerably, with substantial 
increases in both export shipments and 
import arrivals. However, exports did 
not match import arrivals, in spite of 
rising export quantum and price indices, 
and a favorable turn in the terms of 
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trade. Consequently, the balance of 
trade deficit widened compared with the 
corresponding period a year ago. 

With U.S. Government expenditures 
still making up about 16.58 per cent 
of total dollar receipts, the dollars ac- 
quired from this source continued to 
cover much of the balance of trade 
deficit. 


This quarter’s international reserve 
stood at comparatively higher levels 
than last year’s corresponding period. 
However, it exhibited a continued down- 
ward trend from late 1956, and pro- 
spects of its immediate build-up are 
obscured by growing demands on foreign 
exchange reserves for industrialization 
purposes. This is borne out by the 
fact that producer goods, i.e., capital 
goods and raw materials, continued to 
comprise by far the greater portion of 
import arrivals. 


FREE TRADE IN EUROPE 


The approval of the Common Market 
Treaty by the French and German par- 
liaments has important consequences 
for Britain. The negotiation of a free 
trade area, which will open the Common 
Market to British exsorters now be- 
comes urgent. The timetable for the 
common market should run as follows: 
It should be in force by the end of the 
year. In mid-1958 the signatories will 
list their existing quota restrictions and 
agree not to introduce any new ones 
after that. In January 1959 they will 
all make the first 10 per cent cut in > 
tariffs for each other’s benefit, the 
first stage in the planned twelve to 
fifteen-year process under which tariffs 


._ between the six markets will be re- 


moved altogether and a common cus- 
toms barrier set up against the outside 
world. 

The only snag which threatens the 
timetable is France’s economic diffi- 
culties. If no solution is reached in 
Algeria and no realistic exchange rate 
established between the Franc and 
Deutsche Mark, then the removal of 
tariffs and, still more important, of 
quotas, by France may not progress as 
rapidly as is hoped. If all goes well, 
quotas are supposed to be removed and 
tariffs reduced by 30 per cent by the 
end of the first four years of the 
treaty; this deadline may well have to 
be postponed, if France remains in diffi- 
culties. Though there may be delays, 
it must be assumed, however, that the 
aim of the Common Market treaty, to 
set up a customs union of the six coun- 
tries with no internal tariffs and sur- 
rounded by a single tariff wall will 
eventually be achieved. 


If Britain makes no further move, 
this would mean that from the begin- 
ning of 1959 its exporters will be at a 
growing competitive disadvantage in 
the markets of the six. The negotia- 
tion of a free trade area which will 
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vemove the tariff barrier between Bri- 
tain and the common market is, there- 
fore, an urgent task. The critical 
negotiations are expected to begin in 
the Organisation for European Econo- 
mic Cooperation in the autumn. Three 
main problems will have to be over- 
come: 


1. Overseas territories: Some Com- 
monwealth countries are still disturbed 
by the arrangement in the Common 
Market treaty to give preferential tariff 
treatment to overseas territories of the 
signatories, chiefly those of France. 
This means that some Commonwealth 
exports, like cocoa from Ghana, or 
West Indian sugar will be at a dis- 
advantage in the Common Market in 
comparison with competitive goods 
from French Africa and the Congo. 
The Common Market countries are un- 
likely to abandon their plan. But 
bilateral arrangements between the 
worst sufferers and the six may miti- 
gate its disadvantages in the Common- 
wealth. 


2. Institutions: If the overlapping 
Common Market and free trade area 
are to work successfully, they must in 
practice be run by the same _ institu- 
tions, with common rules for maintain- 
ing competition, common arrangements 
for concerting economic policies and 
authorising ‘‘excape clauses” in emer- 
gency cases. There is at present some 
discrepancy between the wish of the 
six to create “supranational” institu- 
tions, and Britain’s hope that the free 
trade area can be aclministered by the 
existing O.E.E.C. In practice, however, 
it should not prove difficult to recon- 
cile the two. Neither institutions nor 
overseas territories should present a 
critical political obstruction. The only 
issue which does is that of: 


3. Agriculture: Britain still wishes 
to exclude agriculture from the free 
trade area, in order to preserve the 
preferences it gives to Commonwealth 
farmers. Most European’ countries, 
however, especially the agricultural ex- 
porters—France, Holland, Denmark and 
Italy—would like agriculture to be in- 
cluded in the free trade area. Unless 
one side or both gives ground, the free 
trade area may never come _ into 
existence. Fortunately, the real differ- 
ence is less than the apparent one. The 
Common Market will set up a system 
for agriculture which may well mean 
the retention of protected prices far 
above world market levels. Britain’s 
policy on farm imports, on the other 
hand, is already liberal, and the value 
of Commonwealth preferences is declin- 
ing. Britain has just refused to grant 
certain new preferential quotas request- 
ed by Commonwealth countries. A 
continuing liberal British policy may 
therefore mean, in practice, that Euro- 
pean exporters, like the Dutch and 
Danes, continue to enjoy greater ad- 
vantages in the British market than jn 
the common market itself. A compro- 
mise may be found including the fol- 
lowing provisions: 


1. Agriculture to be included in the 
free trade area for all countries ex- 
cept Britain and Switzerland. 2. A 
British promise that preferences and 
quotas at present in force, as well as 
the general level of subsidies, will not 
be increased. 3. Some British conces- 
sions to the Europeans on horticulture. 


It should be noted that, as the six 


_will be committed to forming a customs 


and economic union, their bargaining 
strength is increased—Britain’s bar- 
gaining strength, therefore, is growing 
less. It would be folly now for Bri- 
tish industrialists and traders to plan 
on any other basis than that Britain 
will become associated with the Com- 
oon Market through a free trade area. 


INDONESIAN EXCHANGE 
REGULATIONS 


The Indonesian Government has an- 
nounced a new foreign exchange re- 
gulation in respect of trade between 
Indonesia and foreign countries general- 
ly which has become effective as from 
20th June, 1957. The new regulation 
in general frees the Rupiah from the 
official rate in trade transaction but it 
is not applicable to the barter/consign- 
ment trade transactions existing be- 
tween Indonesia and Singapore/ Malaya. 
The new regulation evolves around the 
issue of an Export Certificate (Bukti 
Ekspor) to the Indonesian exporter 
after the export transaction has been 
considered finalised. The certificate 
which has a validity date of two months 


can be freely negotiated through a 


foreign exchange bank, the price of 
which varies according to the supplv/ 
demand of the certificate. 20% of the 
proceeds of the sale of this certificate 
have to be surrendered to the Govern- 
ment, 


The import of goods and remittance 
of cash to foreign countries can only 
be effected after surrendering to the 
appropriate authorities the export certi- 
ficate to the required value for cost and 
freight of the goods. The import of 
goods has been classified under six 
categories necessitating the payment 
of Additional Import Duty (T.P.I.) 
varying from 0%, 20%, 50%, 100%, 
140% and 175%. The type and descrip- 
tion of the goods under the different 
categories are to be determined. 


The certificate is also valid for the 
surrender of foreign exchange in re- 
spect of invisibles, foreign currency 
notes, travellers’ cheques and gold to 
the Indonesian Foreign Exchange Fund. 
The export certificate procedure is not 
applicable to the transfer of capital or 
eash credit from foreign countries. The 
export certificate procedure is applicable 
for the transfer of profit and foreign 
exchange for the years 1955 and 1956. 
When the remittance is found to be 
higher under the new regulation than 
previously, it is not subjected to the 
Additional Transfer Duty (T.P.I.). 
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ECONOMIC REVIEW 


SINGAPORE GOVERNMENT 
FINANCE 


The revenue of Government for 1957 
is estimated at Mal. $236 million and 
its ordinary expenditure at $255 million. 
Capital expenditure on development is. 
estimated separately, at $66 million. In 
previous years, actual revenue has been 
greater than estimated and expenditure 
considerably less; instead of a deficit, 
as forecast, there has been a surplus. 
It is not at all certain that this pattern 
will repeat itself this year; if it does, 
the resulting surplus is likely to be 
small. 

Over the first few months, revenue 
from customs and excise duties has 
been coming in at just about the esti- 
mated rate; the yield on some items, 
notably petroleum and liquors, is higher 
than was forecast but the yield on 
tobacco is lower. Income tax collec- 
tions, however, are heavily down. There 
is no reason to suppose that the yield 


estimated for the year—$68.5 million 
—was too high. Sooner or later, this 
amount should be collected. But there 


has been delay, due mainly to staff 
changes. The rate of collection will 
increase as staffing difficulties are over- 
come but it remains to be seen whether 
the full amount estimated will be col- 
lected during the current year. Expen- 
diture will no doubt be less than esti- 
mated owing to such factors as unfilled 
vacancies and <elays of various kinds. 
But the big ‘“saving’’ is likely to be 
on Public Works Non-Recurrent, and 
since 1955 this has been shown outside 
the ordinary budget, under develop- 
mental expenditure. 


It may be assumed, therefore, that 
revenue and ordinary expenditure will 
about equal one another. But it must 
be remembered that ordinary expendi- 
ture includes a contribution of $20 
million towards development. Develop- 
ment expenditure is estimated at $66 
million but in fact it is unlikely to be 
more than between $35 and $40 mil- 
lion, including some $10 million for 
the purchase of land. In addition, loans 
to the §.I1.T. may amount to some $15 
million and to the Telephone Board to 
$5 million. All this expenditure can 
be provided from the Government’s 
reserves. 


The Government holds various re- 
serves, mostly in the form of sterling 
securities in London. But all except 
two are heid for special purposes; as 
sinking funds on Government loans, as 
a reserve (shared with the Federation 
and the Borneo territories) against 
the currency, and as assets of the Post 
Office Savings Bank. The two “free” 
reserves are the General Revenue 
Balance and the Development Fund. 


The General Revenue Balance stood 
at $78 million at the beginning of this 
year. In the course of this year it 
will be diminished by possibly $8 mil- 
lion (not included in the Estimates) 
for “Malayanisation’’ (compensation 
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payments to expatriate officers) and it 
will earn some $2 million in interest, 
making it some $72 million at the close 
of the year. This is about the mini- 
mum level needed for it to fulfil its 
purpose of tiding over any period dur- 
‘ing which there may be a heavy fall 
in revenue owing, for example, to a 
trade depression. 

The Development Fund stood at $64 
million at the beginning of the year. 
It will be credited with a $20 million 
contribution from ordinary expenditure 
and will earn some interest, but it will 
be reduced by the payments of $55 
million to $60 million listed above. 
At the close of the year, therefore, it 
may be between $25 million and $30 
million. 

Looking ahead, the annually recur- 
rent expenditure of the Government 
will continue to increase, especially on 
education and public health, to provide 
for the rapidly growing population, at 
a considerably faster rate than revenue 
from existing sources at present rates 
of taxation. If the present shortage 
of building and construction capacity 
tends to disappear, both the Govern- 
ment and the S.I.T. will be able to in- 
crease their capital expenditures. In 
two to three years’ time the Develop- 
ment Fund will be exhausted. 


SINGAPORE FOREIGN 
TRADE 


Singapore is primarily a great port 
and communications centre. Although 
most of its workers are engaged in 
producing goods or rendering services 
for local consumption, its economy is 
based on its international trade. 

The value of its imports and exports 
was as follows: 


Imports Exports 

($ million) ($ million) 
1954 3,025 2,683 
1955 3,863 3,370 
1956 3,929 3,430 


The following index numbers of the 
volume of trade relate to Malaya as a 
whole but the trend for Singapore 
alone must have been about the same. 


Volume of Imports and Exports 


(1952 = 100) 
Imports Exports 
1954 92 101 
1955 aly. 109 
1956 120 116 
The weight of cargo discharged and 


loaded in Singapore was as follows, in 
millions of tons: 


General Mineval Oil 


Cargo in bulk Total 
1954 6.6 7.8 14.4 
1955 ge 9.4 16.5 
1956 V4 10.0 17.4 
This expansion has continued dur- 


ing 1957. In the first quarter of 1957 
Singapore imports were $1,089 million 
and Singapore exports $902 million as 
compared with $1,015 million and $888 
million respectively for the first quar- 
ter of 1956, and the tonnage of 
general cargo <ischarged and loaded at 
Singapore was over 11 per cent 
greater. 


It is possible that there may be 
some reduction in trade with Indonesia 
owing to the severe import restrictions 
which the Government of that country 
has recently been compelled to impose. 
There has been some fall in exports of 
Singapore manufacturers (especially of 
laundry soap, biscuits, and sawn tim- 
ber) to the Federation owing to in- 
creases in Federation import duties. 
The volume of trade passing through 
Singapore reflects the prosperity of its 
neighbours, and this is governed large- 
ly by the price of rubber. The price 
of rubber (R.M.A. 1) averaged 67 
cents a pound in 1954, 114 in 1955, 97 
in 1956, and is now about 90; it may 
fall further (the corresponding price 
of synthetic rubber is about 70 cents) 
as time goes on. 


On the other hand, the populations 
of both Singapore and _ neighbouring 
countries are increasing and various 
improvements (such as high-yielding 
rubber) may lead to greater output 
per head. Provided that Singapore 
continues to render efficient and low- 
cost services as a distributing centre, 
it seems probable that its international 
trade will continue to expand. 


THAI EXPORTS 


Agricultural exports are _ steadily 
increasing. Thailand’s prosperity de- 
pends on further growth of them. 


Pall 

Products 1954 1955 1956 
(kgs.) (kgs.) (kgs.) 
Groundnut 14,445,563 20,254,894 21,592,036 
Green bean 7,462,474 10,484,211 22,618,404 
Soya bean 1,193,347 3,636,765 7,198,268 
Cotton seed 2,144,600 3.291,000 5,234,100 
Sesame seed 2,284,522 4,488,062 8,462,170 
Castor seed 14,407,559 14,521,721 23,886,791 
Corn 36,976,383 68,186,145 68,833,395 
Kapok 1,320,607 2,194,906 3,318,672 
Hongkong is interested in buying 


from Bangkok any produce but Thai 
merchants are slowly waking up and 
do more business themselves; besides 
there are ever more European and 
Chinese traders found in Bangkok and 
upcountry. Chinese here show more 
interest in establishing processing 
plants in Thailand but in every case the 
Thai authorities, usually through the 
medium of the Police in Bangkok, secure 
overall control so that the Thai economy 
derives adequate benefit from exports 
of agricultural products. 


HK EXCHANGE MARKETS 


U.S.$ 
ZT. De Notes Notes 
Aug. High Low High Low 
5 Wo lidada 
6 $596 595 596! 5 5944o 
7 59612 595! 59678 59518 
8 597!2 596 59675 59538 
9 59712 596'o 5963, 595) 
10 59642 596 59512 59475 
DD rates: High 59534 Low 59312. 


Trading totals: TT US$3,180,000; 
Notes cash $415,000, forward $2,340,- 
000; DD $380,000. The market was 
quiet and rates fluctuated within nar- 
row limits. Sterling pound seems to 
have reached its peaks in New York and 
in London. In the local market, gold 
importers provided steady demand for 
T/T offers from Japan, Korea and the 
Philippines. In Notes. transactions, 
interest favoured sellers and aggre- 
gated HK$11.90 per US$1,000; specu- 
lative positions averaged US$2 million 
per day. The DD market was quiet. 


Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 


in HK$: Philippines 1.78—1.7525, 
Japan 0.014225—0.01415, Malaya 
1.871, Vietnam 0.06711, Laos 0.054, 
Cambodia 0.072, Thailand 0.2832. 


Sales: Pesos 310,000, Yen 105 million, 
Malayan $340,000, Piastre 11 million, 
Kip 5 million, Rial 4 million, and Baht 
2 million. Chinese Exchange: People’s 
Yuan notes quoted HK$1.35 per Yuan. 
Taiwan Dollar notes quoted HK$0.165 


—0.164 per dollar, and remittances 
0.155—0.154. 
Bank Notes: Highest and lowest 


rates per foreign currency unit -. HK$: 
England 16.00—15.97, Scotland and 
Ireland 14.00, Australia 12.30, New 
Zealand 14.20, Egypt 12.00—11.50, 
East Africa 14.90, West Africa 13.50, 
South Africa 15.50, Jamaica 14.00, 
Fiji 10.00, Malta 12.00, India 1.175, 
Pakistan 0.79, Ceylon 1.00, Burma 
0.52, Malaya 1.838—1.833, Canada 
6.245—6.23, Cuba 5.50, Argentina 
0.135, Brazil 0.075, Philippines 1.78—~ 
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HK SHARE MARKET 


The market last week opened slow 
after the holiday on Monday. Quota- 
tions eased during first halfweek but 
recovered with better business on Fri- 
day; most closing rates were steady. 
Electrics dipped from $30 to $29.50 
after the announcement of an interim 
dividend of 60 cents per share which 


stated in the Company’s announcement 
early last year relating to the subse- 
quent issue of shares, that the distribu- 
tion for 1957 would be about $1.80 per 
share, 20c lower than that for 1956. 
The present declaration of 60c interim 
dividend (one-third of the anticipated 
total $1.80) confirms the drop. How- 
ever the total earning of the company 


is lower than that of last year. It was is expected to be higher than 1956. 

Annual 

Share Aug. 2 Last Week’s Rate Up & Down Dividend Yield? 

Highest Lowest Closing Ch) 
HE Bank 2---- 1825 1820 1810 1810 —$15 $80 4.42 
Union Ins. See 97,50 s 95 93 b 94.50 s —$3 $3.40 3.59 
Lombard —_------- 36 36s 35 36s steady $2 5.71 
Wheelock os3 8 7.90 7.85 7.85 —lic 75¢ 9.55 
HK Wharf Sees 112 114 112 112b steady $6 5.36 
BK Dock 222222: 48.50 49 s 48.50 48.50 s steady $2 4.12 
Provident ------ 11.90 12 11.90 12 +10c $1 8.33 
HK Land Beara 36 36.75 36 36.50 +50c $3.50 9.59 
Realty Sar eveae 1.475 1.50 s 1.45 b 1.475 steady 15¢ 10.17 
Hotel eer, 15.50 15.80 s 15.30 b 15.50 steady $1 6.45 
Trams: 9 52-5---.— 24.50 24.50 24.20 24.40 —10c $1.70 6.97 
Star Ferry peas, pid: 136 s 33 b 135 n steady $9 6.67 
Yaumati ____=== 106 107 106 107 +$1 $7.50 7.01 
VATA A eee Ke 18.90 18.90 18.70 18.90 steady $1.10 5.82 
Wleetyic! = =4---.- 30. 30 29.50 29.80 —20¢e $2 6.71 
Telephone See 28.30 28.20 28.10 23.10 —20c $1.50 5.34 
Cement _....... 33.25 33.25 s 32.75 33.25 s steady $4 12.03 
Dairy Farm es 15.60 15.60 15.50 15.60 steady $1.63 10.45 
Watson, §-2— = 12.76 12.60 12.40 12.60 —10c $1 7.94 
Yangtsze —------- 6.45 b 6.50 n 6.40 6.40 —Se 70¢ 10.94 
Allied Inv. ae 4.25 4.20 4.15 4.20 —Se 25c 5.95 
AK & FE Inv. — il 11.20 s 11.20 s 11.20 s steady 80c 7.14 
Amal. Rubber —_ 1.50 1.50 1.475 1.50 steady 28c 18.67 
mextile;” 225 ---= 4.325 4.35 4.325 4.325 steady 50c 11.56 
Nanyang -_-_---. 9.30 9.30 9.25 b 9.25 b steady $1 10.81 
* Annual Yields are only ESTIMATES calculated with current X-All rates against 
last year’s dividends. 
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1.775, Switzerland 1.38, West Germany 
1.39, Italy 0.00935, Belgium 0.115, 
Sweden 1.02, Norway 0.72, Denmark 
0.77, Netherlands 1.54, France 0.01395 
—0.0137, Vietnam 0.068—0.065, Laos 
0.054, Cambodia 0.072, North Borneo 


1.60, Indonesia 0.128—0.124, Thailand 
0.275—0.274, Macau 1.025—1.02, 
Japan 0.01447—0.01442. News of the 


depreciation of Frane from 350 to 420 
per US$ did not affect the local mar- 
ket; new rates are more realistic be- 
cause the difference between official 
and open market rates is now smaller. 


Gold Market 
Aug. High .945 Low .945 Macau .99 
5 Ho wd deal vy: 
6 $26016 259 
7 26058 25934 
8 260% 260 27012 High 
9 26015 2593 
10 25934 25914 Low 2691% 


Opening and closing prices were 259 
and 259%, and highest and _ lowest 
260% and 259. The market was quiet. 
Interest for the change over favoured 
sellers and aggregated HK$4.40 per 10 
taels of .945 fine. Tradings averaged 
7,100 taels per day and totalled 35,500 
taels for the week including 14,949 
taels In cash dealings (3,840 taels list- 


ed and 11,100 taels arranged). Specu- 
lative positions averaged 16,500 taels 
per day. Imports from Macau totalled 
11,500  taels. Exports amounted to 
9,500 taels (6,000 taels to Singapore, 
2,000 taels to Indonesia, and 1,500 
taels to Rangoon). Differences paid 


for local and Macau .99 fine were 
HK$12.80—12.70 and 11.80 respec- 
tively per tael of .945 fine. Cross 


rates were US$3%.85—37.82 per fine 
ounce. 64,000 fine ounces were con- 
tracted at 37.83—37.82 cif Macau. US 
double eagle old and new coins quoted 
HK$270 and HK$228 respectively per 
coin, English Sovereigns HK$57 per 
coin, and Mexican gold coins HK$278 
per coin. Silver Market: 500 taels of bar 
silver traded at HK$5.75 per tael and 
500 dollar coins at HK$3.65 per coin. 
Twenty-cent silver coins quoted HK$ 
2.80 per five coins. 


Money Market: The market was 
quiet with a slightly tight tendency. 
Interest charged by leading banks 
about 6% to 10% p.a. Native banks 
wanted 8% to 15% and private parties 
charged 15% to 20% p.a. Shares and 
godown warrants were readily accepted 
as securities but real estate mortgages 
were difficult to’ arrange. Inflow of 
oversea Chinese remittances reduced. 
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Economic Review 


HK Lands too announced a lower-~ 
than-1956 interim dividend of $1.20 
per share (1956—$1.75) for the year 
ending December 1957. Total distribu- 
tion in respect of the increased num- 
ber of shares (2.4 million issued shares) 
amounts to $2.88 million representing 
an increase of $605,000 over the in- 
terim dividend ($1.75 per share) dis- 
tributed in September 1956 on 1.3 mil- 
lion shares. 


HK Banks were quiet but steady. 
During the week, two resolutions, one 
increasing the capital from $25 m to 
$50 m and the other capitalising $25 m 
in the Reserve Fund as payment in full 
for 200,000 bonus shares, were ap- 
proved at an extraordinary’ general 
meeting. The meeting also passed a 
special resolution extending the limit. 
of shares a shareholder may hold to 
5,000 to enable holders of the previous 
maximum number of shares to receive 
their bonus issue. The authorised 
capital of The Chartered Bank has also 
been raised to £4.4 m. 


Trading in most shares was limited 
to small parcels. Wharves firmed to 
$114 but buyers offered only 112 at 
the close. Nanyangs were steady at 
9.30 but closed with buying offers down 
to 9.25. Textiles retained steady de- 
mand between 4.325 and 4.35. Turn- 
over during the 3%-day week totalled 
only about $2 million: Tuesday $655,- 
000, Wednesday $330,000, Thursday 
$432,000, Friday $577,000. 


Dividends—HK Electric 
Interim Dividend 


Company: 
60c per share for 
V957. HK Land Investment and 
Agency Company: Interim Dividend 
$1.20 per share for 1957. 


HCNGKONG STOCK EXCHANGE 
IN JULY 


Trading was upon a fairly restricted 
scale with prices tending to harden 
fractionally towards the close. An- 
nouncement by the Hongkong & Shang- 
hai Banking Corporation of a proposed 
Bonus Issue of 1 for 1 immediately 
stimulated the price. The new issue of 
China Providents at a 100% premium 
had a depressing effect and raised a 
query as to the necessity to pay under- 
writing commission in the light of the 
Chairman’s statement to the effect that 
the satisfactory position of the Com- 
pany justifies the issue at a premium. 
Announcements by the Electricity Com- 
panies of a cut of 8% on the latest sur- 
charge gave rise to a fear that if in- 
creased cost of fuel is wholly absorbed 
by the Companies, profits will be mate- 
rially affected. Sources unconnected 
with the Companies do not share this 
view and base their belief on the fact 
that the increased units sold is a com- 
pensating factor. Prices generally 
showed improvement over the previous 


month and the ‘market closed steady/ 
firm. 


_ Banks and Insurances: Demand for 
Hongkong Banks increased with the 
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announcement of a proposed Capital 
Bonus issue of 1 for 1 and the rate 
showed an appreciable increase. A 
moderate demand set in for Unions at 
increased rates: Shipping: Wheelocks 
had a fair number of shares changed 
hands at increasing prices. Other 
shares in this section were inactive. 
Docks & Wharves: Only moderate scale 
trading was reported in ‘this group 
with China Providents and Hongkong 
Docks in the lead. Demand for HK 
Docks forced buyers to raise their bids. 
Lands & Hotels: Demand for Hong- 
kong Hotels continued but fewer 
Hongkong Lands changed hands. 
Trading in Humphreys and Realties 
‘was moderate. Public Utilities: De- 
mand for China Lights and Rights fell 
off considerably although Hongkong 
Electrics recorded a fair volume of 
business. Telephones lost ground 
slightly during the month. Industrials: 
Only moderate trading was reported in 
this group with a fair number of Metal 
Industries changing hands. Stores: 
Restricted trading was reported with 
Dairy Farms and Watsons registering 
gains. Lane Crawfords were enquire 
for without affecting rates. Miscel- 
laneous: Business was negligible in this 


HIGHEST & LOWEST QUOTATIONS FOR SHARES IN 


Share 


HK Government 312% (1934) __ : 
do 342% (1940) __ 5 


do 32% (1998) a eae 
Banks 


HK & S'‘hai B’king Corp. -_- 
Bank of East Asia, Ltd. 


Insurances 
Lombard Insurance Co., Ltd, =--------.--.-_. 
Union Ince. Socy. of Canton, Ltd. 
China Underwriters, Ltd. 


Investment Companies 


Allied Investors Corporation, Ltd. _______._ 
mwangtsze. Finance Co: (Ltd, 4.22 4...22.- =| 
HK & Far Eastern Investment Co., Ltd. ____ 


Shipping 


Indo-China Steam Navigation Co., Ltd. (Def.) 
Union Waterboat Co., Ltd. 
Eastern Asia Navigation Co., Ltd. 
Wheelock Marden & Co. Ltd. 


Docks, Wharves & Godowns 


HK & Kowloon Wharf & Godown Co.,, Ltd. 
Shanghai & Hongkew Wharf Co., Ltd. ______ 
HK & Whampoa Dock Co., Ltd. -_-_-----_-__- 
China Provident Loan and Mortgage Co., Ltd. 
phanshal Doekyards, td, — 2259 nen 


RREIVESSI©S ) RACCUN icles na lr et eee 


Lands, Hotels & Buildings 
Hw & Shanghal Hotels;. Litd:) —.--....css.i0-5 
HK Land Investment and' Agency Co,, Ltd. 


Shanghai Land Investment Co., Ltd. -___-_-- 
Humphreys Estate & Finance Co., Ltd. 
Hi “Healty &* Trust Co.,Ltd. ~ 2-2 


group, with small deals in Hongkong 
Constructions and Vibros_ reported. 
Cottons: Nanyangs and Textiles were 
moderately active with fairly substan- 
tial gains registered by Nanyangs. 
Rubbers: Amalgamated followed by 
Rubber Trusts were again in the lead, 
at rates influenced by the price of Raw 
Rubber. 


Dividend and other announcements 
were made by Hongkong & Shanghai 
Banking Corporation, Allied Investors 
Corporation, Ltd., Hongkong & Far 
Eastern Investment Co., Ltd., China 
Provident, Loan & Mortgage Co., Ltd., 
and Lane, Crawford, Ltd. 


Business in July 1957: $13,485,403. 
Business in 1956: $211,002,275. Busi- 
ness during Jan./July 1957: $97,98Q,- 
958. Business in July 1956: $18,808,- 
694, 


BUSINESS REPORTED IN JULY 


Qty. of 

Shares 
H.K. Govt. Loan 342% (1948) -..--- $6,000 
H.K. Bank == 3 oe ec 851 
Lombard Insurance Sea ay = ee 1,050 
Union Insurance aes Re aya 2,310 
Allied Investor 5 eS aoe py 3 oa 8,450 
Yangtsze = See ty ae 1,300 
HK. & Far East Inv. Pe eRe 500 


Union Waterboat —_____- 
Asia Navigation 
Wheelock Marden 
Wharf Co. 
Sh. & Hongkew Wh. 
C. Provident eee 
H.K. Dock Sega mere. 
Shanghai Dock nies 
1 BS, RS Ms Ghee SSeS SR 
H.K, Land Se “ aac 
Shanghai Land = Soa eet 
Humphreys ee 
Realty Ate 
RIS clei) ae ee eeneea eae 
Star Ferry eee 
Waumati Kerry 52-2625 
China Light Pee ee I 

ve (Rts.) eee 
H.K. Electric ae ee 
Macao Electric = Se ee 
Telephone eT ee eae 
Cement = = 
Rope aes =n = e 
Amoy Canning aA = 
Metal Industries = 
Dairy Farm = < 
Watson seta “ Sates i 
Lane Crawford = 
China Entertainment 
Construction 
Vibro Piling = 
Shanghai Gas auneaa 
Textile east Bee a 
Nanyang Mill E ae 
Amalgamated Rubber 
Java-Consolidatéd 
Rubber Trust Pea 
S'hai Kelantan eS See 
Sungala Sescecc 


JANUARY/JUNE 1957 


Highest Lowest Share Highest 
$88 $88 Public Utilities 
$88 $88 HE tramways, utd. 2 o2oe--= oR ee $23.70 
$89 $85 Peak Tramways Co., Ltd. (Fe, Pd.) an . $75 
$39 
Star Ferry) Cos -Iitd. 2b-9s 252-2: $144 
HK & Yaumati Ferry Co., $108 
$1675 $1560 ‘ $23.70 
$270 $244 China Light & Power Co, Ltd. tite tet (X All) $19.60 
‘ (Rts) $1342 
HK Electric Co,, Ltd. _ —__. $3134 
Macao Electric Pecos Co:, Sta) $10.20 
$3914 $37 HK Telephone Co., a2 $29 
$980 $920 Shanghai Gas Co., See $1.20 
(£1 share) $91 $8912 Industrials 
weld abe Green Island Cement Co., Ltd. _.....__- $39 
HK Rope Manufacturing Co. Ltd. ____..__-_ $13.10 
Metal Industries Corporation Ltd. __ - 2 $1.65 
$4.85 $4.475 Amoy Canning Corporation (H.K.) Ltd. ___- $35 
$6.40 $5.85 Stores 
$10.30 $9.70 Dairy Farm, Ice & Cold Storage Co., Ltd. __ $1612 
ce $14.40 
se S30, WATSON Oe! | OOsy) IU es ee ee | (x Al $12 
Lane, Crawford, Ltd. _ 25 $32 
$44 $4235 Caldbeck, Macgregor & Co., Ltd: = $28.80 
$22.80 $20.20 Sincere Co., Ltd. : Bae $1.90 
$1.30 $1.275 China Emporium, Ltd. = 3 $9.30 
Sun Co., Ltd. a Reena $0.77 
7.95 6.65 
$ Xs Kwong Sang Hong Ltd. - $182 
Wing On Co., Ltd. $65 
L Miscellaneous 
end 9 China Entertainment & Land Investment Co.; 
$1 cd Ltd. -- $23.50 
$4934 $43 International Films Ltd. $0.45 
$13.70 $11.90 Vibro Piling Co., Ltd. $18.80 
$1.70 $1125 Cotton Milis 
Textile Corporation of H.K., Ltd. -_-__-_-.--- $4.875, 
Nanyang Cotton Mill Ltd. -_.---2ss2.-2.25.< $8.55 
$0.04 $0.04 Rubbers 
The Amalgamated Rubber Estates, Ltd. ___ $1.575 
The Ayer Tawah Rubber Plantation Co., Ltd. $1.75 
$15.90 $13.90 Java Consolidated Estates, Ltd. = $0,465 
$65. $614, Langkat (N.V. Maatschappij Tot Mijn- Bosch- 
(X All)$37 $349, En Landbouwexploitatie in Langkat) ___- $1.25 
(Rts) $11.80 $10 10 The Rubber Trust; Ltd, ie see a eae cee $1.675 
) $11. \ The Shanghai Kelantan. Rubber Estates (1925) 
$0.93 $0.80 Ltd. eae $1 
$18.80 $16.10 The Shanghai-Sumatra Rubber "Estates, Ltd. $2.60 
$1.525 $1.30 The Sungala Rubber Estate, Ltd. -_..--------- $1.30 
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Qty. of 
Shares 


Lowest 


$21.30 
$75 
$39 
$135 
$101 
$21.40 
$18.30 
$1215 
$28.90 
$9.45 
$23.90 
$1.20 


$3214 
$12.20 
$142 
$3212 


$14.60 
$13.60 
$11.30 
$28 
$28.80 
$1.825 
39.30 
$0.77 
$180 
$6315 


$17.40 
$0.20 
$15.90 


$4.60 
$7 


$1.40 
$1.425 
$0.35 


$1.25 
$1.30 


$0.82 
$2.60 
$0.93 
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SINGAPORE SHARES 


The improvement in Industrials, 
initiated towards the close of the last 
period, continued into the early part 
of week ended August 2, and there 
was a considerable recovery in many 
counters. However, from mid-week 
until the close interest gradually slac- 
kened off and prices tended to drift 
downwards. Tins improved on_ in- 
creased enquiry, and although Rubbers 
were in demand at market quota‘ions, 
there was not sufficient enthusiasm on 
the part of buyers to raise bids. 


At the close many Industrial coun- 
ters were on offer including Jackson 
and Co. at $1.70, Malayan Breweries 
at $3.60, Robinson at $2.26 and Henry 
Waugh at $1.90. Consolidated Tin 
Smelters had good investment enquiry 
with business passing up to 34/6 ex 
the 3/6d dividend. Johan Tin after 
exchanges at $2.10 jumped to $2.20 
buyers, Kuchai were on offer at $1.55 
and Rantau firm at $2.50, Sungei Way 
were slightly off at $1.76 after the 
announcement of a second 5% interim 
dividend, 


The Austral Amalgamated dividend 
of 1/- on the increased capital had no 
effect on the price and the market con- 
tinued buyers at 16/3. The total <is- 
tribution for the year ended June 1957 
‘works out at equivalent of 37.6% on 
the new capital to give a yield at the 
current price of approximately 114% %. 
Later in the year outputs are expected 
to increase. Berjuntai after touching 
17/- ex the 9d dividend closed at 16/9, 
Laruts recovered to 8/10% cc.r. and 
Lower Perak were hesitant at 18/1%. 
London supplied Ayer Hitam up to 
80/4%, and Puket Tin had takers at 
4/3 in expectation of a higher break- 
up value when dredging ceases next 
year. 


Riverview Rubber jumped to 6/- on 
the announcement of the one for two 
issue. Tapah had wide enquiry and 
Kuala Sidim had takers at $1.80 ex the 
one for one issue. The turnover in 
London registered! shares was smaller 
especially in shares of Companies sub- 
ject to rumours of a sale as speculators 
have been more discerning. 


The local Loan market continued 
quiet. United Kingdom gilt-edged at- 
tracted further funds, 


TRADE REPORTS 


The local commodity market was 
yeasonably active during the first 10 
days this month. Export of metals 
and produce was steady although the 
tonnage involved was not very imores- 
sive. Paper enjoyed strong demand 
from Korea and SE Asia but low buy- 


handicapped transactions. 
Cotton yarn and _ piecegoods were 
stimulated by orders from Indonesia 
but the volume limited by shortage of 
foreign exchange in Djakarta. Phar- 
maceuticals and chemicals attracted 
keen enquiries from Korea and SE 
Asia but most orders were for smal] 
lots and interest covered only a few 
items. Rice continued to hike under 
marked-up indents while sugar and 
wheat flour remained weak under heavy 
supply. 


ing offers 


Expansion of Trade with China— 
The 15-nation allied China Committee 
(Chincom) which governs the China 
trade embargo finally agreed upon 
quotas for the remainder of 1957 on 
some 25 items previously banned from 
China trade since the Korean war but 
now comprise the so-called ‘List 2’ 
of the embargo. (List 1 is of pro- 
ducts totally prohibited while goods on 
List 3 can be exported freely to China 
so long as notice of such exports is 
given to other Chincom members). US 
however will continue to ban all trade 
with China under its existing economic- 
diplomatie boycott of the Peking re- 
gime. The 15-nation group will meet 
again this Autumn to set quotas for 
1958. 


Meanwhile, Peking informed Tokyo 
that Tsingtao would be opened to 
Japanese ships beginning August 15th. 
In the same communication, Japan was 
told that Shanghai, Tangku, Dairen 
and Chinwangtao are now accessible 


to Japanese ships without advance 
approval as required previously, The 
opening of Tsingtao will facilitate 


Japanese exports of cement and ferti- 
lisers to China and in return. speed 
shipments of Chinese iron ores, wood- 
oil, leathers, ete. to Japan. 


HK/China Trade—The local agents 
of Austin Motors are negotiating with 
Chinese officials for the selling of 80 
more Austin trucks (costing $545,000) 
and a large quantity of spare parts to 
China, Last week, 44 Austin trucks 
arrived here from UK and arrange- 
ments were made for tranShipping them 
to Canton. The trucks are part of 
the 76 units ordered by China last May 
shortly after UK had relaxed its em- 
bargo restrictions. The other 32 trucks 
will arrive before end of this month. 
About 3,400 tons of Indonesian ani 
Malayan rubber were also transhippec 
here to China. 


To the local market, China kept up 
a steady flow of foodstuffs as well 
as limited quantities of drawn lace 
work, silk piecegoods, embroideries, 
paper, iron wire nails, window glass, 
cement, tea and chemicals, China’s 
purchase of metals from here slowed 
down because prices here firmed, 


HK/Japan Trade—Japanese manu- 
facturers are planning to hold a one- 
month exhibition of their products in 
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HK during September. Exhibits will 


include textiles, sundry articles and 
light machinery. Import of cement, 
bean oil, rayon and cotton textiles, 


paper, fertilizer, sewing machine, sun- 
dries and seafood totalled 5,000 tons 


during the 10-day period. Export of 
staples and scarp iron however was 
insignificant. 


HK/UK and HK/Europe Trade— 
Imports from UK totalled 3,000 tons 
including 44 trucks for transhipment to 
China. Import of metals, paper, rayon 
yarn, pharmaceuticals, chemicals, wines 
and provisions from Europe exceeded 
5,000 tons. Exports to UK amounting 
to 6,000 tons were much heavier than 


shipments to Europe. Demand from 
UK for gloves improved slightly but 
still weaker than 1956; each order 


averaged 5,000 doz pairs as compared 
with 10,000 to 20,000 doz pairs per 
order during 1955/56. Price per doz 
pairs also dipped from 22d/25d to 
20d/22d. Demand from UK for cotton 
textiles however remained steady. 
There were also orders from UK for 
shirts, garments and rubber footwear. 


HK/US Trade—Orders amounting 
to US$150,000 for silk shirts reached 
here recently. There were also orders 
from US for silk pyjamas, blouse, and 
skirts but quantities involved were not 
very substantial, Export of torch, 
garments, gloves, rattan furniture and 
Chinese-style foodstuffs to US during 
the 10-day period exceeded 2,000 tons. 
Imports totalled 3,000 tons and con- 
sisted chiefly of raw cotton, black 
plate, fruits, wheat flour, pharmaceu- 
ticals, electric appliances and _ piece- 
goods. Cotton mills here booked large 
quantities of raw cotton from US last 
week because exchange rates for US 
dollars in the local market were com- 
paratively low. General importers and 
dealers did not take advantage of the 
low US$ rates because market here at 
present is well stocked with American 
consumer goods. 


HK/Malaya Trade—Orders trom 
Singapore and other Malayan markets 
were mostly for foodstuffs. There 
were also enquiries for metals and 
consumer goods but interest was not 
keen and most transactions fell through. 
Meanwhile over 1,000 items of HK 
products were on exhibition at the 
industrial fair in Singapore. But in- 
stead of promoting the sale of HK 
goods, most HK industrialists who 
went there were talking about the 
establishment of factories in Singa- 
pore! Leader of HK industrialists, Mr. 
Alexander Kwong said that HK manu- 
facturers were willing to cooperate 
ne Singapore in setting up factories 

ere, 


HK/Thailand Trade—Import of rice 
from Thailand remained heavy in spite 
of the repeated increase in indents. 
Last week, Bangkok further banned 
the export of broken white rice of 25% 
and lower grades, According to 


August 15, 1957 


Bangkok reports, the ban was a tem- 
porary measure but it gave no indicua- 
tion how long it might last. Exports 
to Thailand remained sluggish chiefly 


due to tight money in Bangkok and 
low commodity prices there. Im- 
porters there considered replenish- 


ments from HK mostly too expensive 
on account of the high freight rates 
and firm prices in HK. Consequently 
there were more enquiries than orders 
from Bangkok for metals, paper and 
other commodities. Bangkok also 
banned imports of cotton yarn under 
20 counts. 


HK/Indonesia Trade—Import of raw 
sugar exceeded 2,000 tons last week. 
From here, Indonesia booked small 
consignments of underwear, metal- 
ware, foodstuffs, plastic products, 
metals and paper. Demand for cotton 
yarn and cloth was keen but Djakarta 
businessmen failed to establish L/Cs 
for all their orders. 


HK/Philippines Trade—Orders from 
Manila covered only small quantities 
of metals, paper, metalware and other 
essential supplies, Cargo movements 
between HK and Manila were quiet. 


HK/Korea Trade—In addition to 
paper, Seoul was interested in metals, 
pharmaceuticals and chemicals but 
transactions were handicapped by low 
buying offers. 


HK/Taiwan Trade—Import of sugar, 
fruits, live pigs, tea, ginger, citronella 
oil, and piecegoods exceeded 2,000 
tons. Taipei also offered to supply 
mild steel round bars to the local mar- 
ket. Exports totalled only about 
1,500 tons; principal items were metals, 
chemicals, machinery and equipment. 
Transactions concluded between busi- 
nessmen in Taiwan and trade delegates 
from Singapore and Malaya included 
8,500 tons of scrap iron from Singa- 
pore and Malaya and export of 55,000 
yards of cotton cloth, 3,000 tons salt, 
1,000 tons cement and 5,000 pounds 
menthol from Taiwan. Taipei esti- 
mated that exports to Malaya and 
Singapore could, if properly developed, 


amount to US$20 million a year. Con- 
tracts under negotiation included 
Singapore and Malayan. ores, crucle 


rubber and coconut oil; and Formosan 
paper, cement, sugar, tea and other 
light industrial products. 


HK/Cambodia Trade—Cargo move- 
ments between HK and Phnompenh 
remained active averaging 2,000 tons a 
week each way, Cambodian rice, 
maize, green peas, sesame, sundry 
provisions, live cattle and hogs are en- 
joying a steady demand in the local 


market, Principal exports were 
metals, construction materials, paper, 
HK products and foodstuffs. Import 


of rice will probably decline because 
Phnompenh has suspended the issuance 
of export licence for this item. 


HK/Laos Trade—There were only 
enquiries for metals, pharmaceuticals 
and paper. No transaction concluded. 


HK/Vietnam Trade—Export to Sai- 
gon remained slow chiefly due to the 
lack of sufficient foreign exchange 
there for various imports. Reports 
from Saigon indicate that market there 
was adversely affected by tight money 
and low purchasing power. Trade with 
North Vietnam was active but limited 
to small transactions covering cotton 
textiles, industrial supplies and con- 
sumer goods from here in exchange 
for rice and other produce from Hai- 
phong. 


HK/Burma Trade—Demand from 
Rangoon for HK manutactures and re- 
exports remained weak mainly due to 
keen competition from Japanese pro- 
ducts. Orders reached here covered 
only insignificant quantities of cosme- 
tics, pharmaceuticals and sundries. 


HK/Africa Trade—Exports went 
chiefly to South Africa; principal items 
were raincoat, — shirts, underwear, 
towel, cotton piecegoods, lighters, 
metalware, plastic products and rubber 
shoes. Imports too came mostly from 
South Africa; groundnut oil, fruits and 
raw cotton constituted the major por- 
tion of the tonnage. 


HK/North Borneo Trade—Shipments 
of cement, metals, sugar and foodstuffs 
from here to North Borneo totalled 
1,000 tons. Imports exceeded 3,000 
tons; principal items included = scrap 
iron, timber, coconut oil, rubber and 
firewood, 


HK/Australia Trade—Australia fur- 
ther eased import restriction on 556 


more items including machinery, tva, 
coffee, raw materials, cigarettes, to- 
bacco, scientific instruments, station- 


ery, cotton, dyestuffs anid other essen- 
tial supplies. Purchases from here 
last week include | shirts, underwear, 
drawn lace work, rattanware, vacuura 
flask and other metalware, plastic 
products and China produce, 


HK/New Zealand Trade—New Zea- 
land too further relaxed its import 
control; items lifted from the control 
list include cement, white sanitary 
ware, fire crackers, and lead bends and 
traps from sources other than dollar 
areas and Japan. 


HK/Pakistan Trade—Import of cot- 
ton yarn from Pakistan remained 
heavy. Mills here also booked raw 
cotton from Pakistan because indents 
were reasonably low. 


HK/India Trade—Imports quiet and 
exports totalled only 800 tons consist- 
ing chiefly of dried chilli, cassia and 
cow hide, Prospects for improvement 
dull because clealers here consider In- 
dian cotton yarn and cloth too expen- 
sive while Indian merchants find re- 
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plenishments from HK unprofitable due 
to high cost. 


China Produce—Business was re- 
stricted to small lots of popular items. 
Rosin and garlic retained strong de- 
mand from Africa and SE Asia while 
woodoil remained popular with Canada, 
Australia, New Zealand and Japan. 
Demand from Japan also covered se- 
same, termeric and beans. but en- 
quiries were not keen and most orders 
fell through. Europe favoured tea- 
see! oil, citronella oil, hog casing, tea 
and peppermint oil but turnover limited 
by short stock here. The market last 
week also registered transactions in 
maize, cassia, groundnut oil, bitter al- 
mond, broad and other beans, feathers, 
menthol crystal, camphor products, 
realgar, gypsum and talcum; _ buyers 
were chiefly SE Asian countries, 


Metals—China was still interested in 
bars, pipes, steel wire rope, steel plate, 
blackplate and tinplate waste waste 
but purchases slowed down _ because 
prices here firmed. Demand from the 
Philippines, Cambodia, Okinawa, Singa- 
pore, Korea and Indonesia was centred 
on structural steels, pipes, galvanized 
iron wire but quantities involved very 
small and low buying offers prevented 
prices from hiking in the local market. 
Taiwan enquired for steel wire rope 
and steel plate but no transaction con- 
cluded. Local enamelware factories 
absorbed substantial quantities of 
blackplate und waste waste while the 
building industry provided steady de- 
mand for structural steels, pipes 
and steel sash bars. Japan bought 
only small lots of high grade 
scraps from _ here; low counteroffer's 
prevented gains in the local market. 
In addition to galvanized iron sheet, 
Japan offered to supply HK with round 
bars and steel plate. Taiwan too 
wanted to send round bars to HK. 


Paper—Thailand and Indonesia show- 
ed keen interest in various printing 
and packing paper. Korea also fa- 
voured newsprint, woodfree, sulphite, 
kraft, cellophane, flint and duplex 
board. Trading however was handi- 
capped by low buying offers from 
Seoul, Bangkok and Djakarta. Dealers 
here were unable to cut prices on ac- 
count of high replenishment cost. 


Pharmaceuticals—Short stock here 
limited the volume of business in spite 
of keen demand from Korea foy peni- 
cillin oil injections, dihydrostreptomy- 
cin, aspirin, caffeine alkaloid; from 
China for sulfathiazole and barbitone; 
from Thailand for aspirin, phenacetin 
and quinine powders; from Cambodia 
for saccharine crystal; from Singapore 
for caffeine alkaloid, Local demand 


for fine chemicals also steady but 
quantities consumed small. Prices 
generally firm. 

Industrial Chemicals—Orders from 


Philippines, Cambodia, Taiwan, Korea 
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and China covered only a few items: 


soda ash, tanning extract, caustic 
soda, formalin, calcium carbide, gum 
copal, gum _ arabic and citrie acid. 


Turnover also limited by short stock 
here. Prices firm on high replenish- 
ment cost. 


Cotton Yarn—Demand from _ Indo- 
nesia covered not only spot goods of 
WK coarse yarn but also forward direct 
shipments of Japanese fine yarn. But 
Djakarta merchants failed to establish 
L/Cs for all their purchases. Local 
demand for HK, Pakistan and Korean 
yarn of 10’s and 20’s remained strong. 
Pakistan products first advanced on in- 
creased indent and dwindled stock but 
later eased when more supply arrived. 
Korean yarn also provided keen com- 
petition for Pakistan products; how- 
ever, in view of the fact that cotton 
goods made from Korean yarn could 
not enjoy preferential duties in Com- 
monwealth markets local knitting fac- 
tories and weavers will mostiy continue 
to favour HK and Pakistan yarn. 


Cotton Piecegoods—Indonesia also 
booked Chinese and Japanese grey cloth 
from here; however as in the case of 
cotton yarn, Djakarta merchants did 
not support all their orders with L/Cs. 
Prices were steady in general. Local 
garment factories provided steady de- 
mand for HK drills and Japanese white 
shirting. 


Rice—Fluctuations in retail prices 
followed the ups and downs of Bang- 
kok indents. At end of last week local 
quotations were high, particularly in 
the case of broken rice, because Bang- 
kok had suspended export of broken 
rice of 25% and lower grades and 
Phnompenh curtailed shipments of 
broken rice to HK. Government and 
rice dealers here assured the public 
that HK’s stockpiles of rice were ample 
and there was no cause for concern 
over Thailand’s ban on export of 25% 
rice. The stockpiles at present (80,000 
tons) will last 3 to 4 months even if 
all supplies from Thailand are cut off; 


furthermove, the 25% vice makes up 
only 5% of total rice imports from 
Thailand. But the fact remains—re- 


tail prices have advanced considerably 
since last month! 


Wheat Flour—Supply still far ex- 
ceeded demand in the local market. 
Canadian brands steady on low stock 
but American products eased under 
selling pressure. HK flour too marked 
down to attract buyers. 


Sugar—Heavy supply depressed the 
market. In addition to arrivals of 
granulated fine sugar from Taiwan, 
several thousand tons of raw sugar 
reached here from Indonesia. Towards 
weekend, low prices here attracted en- 
‘quiries from Singapore but no transac- 
tion concluded. 


Cement—Canton quotations pegged 
down but quantities available to HK 


market limited. Japanese products 
continued to dominate export  ship- 
ments. HK brands firm on steady local 
and export demand. 


Trade Promotion—A _ trade mission 
from HK to SE Asia, sponsored by the 
Chinese General Chamber of Commerce 
here, will soon visit Singapore, Bang- 
kok, Rangoon and Malaya. Although 
these countries are buying far less from 
HK at present compared with last year 
they are still HK’s principal customers. 
To cope with the increased competition 
from Japan and China in SE Asian 
markets, HK exporters and manufac- 
turers must review their past trade 
policies and study the requirements of 
these markets more thoroughly; other- 
wise exports to SE Asia will continue 
to decline. 


HONGKONG COMPANY 
INCORPORATIONS 


Following new limited liability com- 
panies were incorporated during the 
fortnight ended July 13, 1957 (all capi- 
tal is nominal and in HK$): 


Joint Ventures—Building contrac- 
tors; Capital, 1 million; 39 St. George’s 
Building, Hongkong; Subscribers: D. 
Brittan Evans, 17 Shek 0, Hongkong, 
solicitor; F. G. Nigel, 35 Deep Water 
Bay Road, Hongkong, solicitor. Univer- 
sal Publicity & Service—Dealers in 
printing press; ‘Capital, 50,000; 505 
Commercial House, Hongkong; Sub- 
scribers: Chow Li-chun, 505  Com- 
mercial House, Hongkong, merchant; 
Ip Fai-sui, 510 Marina House, Hong- 
kong, merchant. Kwan Hing Investment 
Co.—Capital, 1 million; 209 Great China 
House, Hongkong; Subscribers: ‘Cheng 
Keng Chuen, 1 Yuen Ngai Street, 
Kowloon, merchant; Mak Lun, 61 Hau 
Wong Road, Kowloon, merchant. 
Criental Gem Exchange—Jewellers and 
goldsmiths; Capital, 100,000; 6 Cham- 
pagne Court, Kowloon; Subscribers: 
H. M. Alawdeen, 35 Hankow Road, 
Kowloon, merchant; Raymond &E. 
Moore, 1 Des Voeux Road Central, 
Hongkong, solicitor. Seven Seas—To 
handle air transportation; Capital, 
100,000; 403 Holland House, Hong- 
kong; ‘Subscribers: Richard Stevens 
Johnson, Carlton Hotel, Kowloon, 
pilot; Donald Q. Cheung, 120A Blue 
Pocl Road, Hongkong, solicitor. Imex 
Corporation—Exporters and importers; 
Capital, 200,000; Subscribers: Frank 
C. H. Jen, 338 Kine’s Road, Hongkong, 
merchant; E. Y. H. Liu, 50 Blue Pool 
Road, Hongkong, merchant. Louie 
Ming Chun Ching Po Ching Medicine 
Co.---Capital, 30,000; 97 Wing Lok 
Street, Hongkong; Subscribers: Louie 
Chun Bong, 43 Tin Hau Temple Street, 
Hongkong, merchant: Lui King Yue, 
45 Tin Hau Temple Street, Hongkong, 
merchant. R. E. Dietz Co.—Importers 
and exporters; Capital, 150,000; Sub- 
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seribers: Joseph Hill Emery Jr., 6 Hen- 
derson Road, Jardine Lookout, Hong- 
kong, company executive; Basil Nor- 
man Cooper, 27 South Bay Road, Hong-- 


kong, solicitor. Tat Wah Co.—Im- 
porters and exporters; Capital, 250,- 
000; 20 Smithfield West Post, Hong- 


kong; Subscribers: Goon Ah Weng, 20 
Smithfield, Hongkong, merchant; Mui 
King Siu, 20 Smithfield, Hongkong, 
married woman. Sun Sun Restaurant 
—Capital, 250,000; Subscribers: Tang 
Chuk Kwan, 12 Tsap Tseung Street, 
Hongkong, merchant; Lee Ying Kee, 
54 Yee Wo Street, Hongkong, mer- 
chant. You Seun Co,—Exporters and 
importers; Capital, 500,000; INT, 
Queen’s Road West, Hongkong; Sub- 
scribers: Eng Yip Jong, 40 First Street, 
Hongkong, merchant; Lui Chak Lau, 
177 Queen’s Road West, Hongkong, 
merchant. Grand Enterprises—To. 
handle steam and other ships; Capital, 
500,000; 1104 Commercial House, 
Hongkong; Subscribers: Doo Chang- 
hwa, 1 Kimberley Road, Kowloon, mer- 
chant; Chen Wen-hwa, same address, 


housewife. Shun Wo Co.—Importers 
and exporters; Capital, 300,000; 603 
Wing On Life Building, Hongkong; 


Subseribers: Mong Man Wai, 8 Essex 
Crescent, Kowloon, merchant; Chan 
Nai Ting, 256 Fa Yuen Street, Kow- 
loon, merchant. Ming Man Land In- 
vestment Co.—Capital, 2 million; 18 
Bonham Strand West, Hongkong; Sub- 
seribers: Chung Ming Fai, 34 Island 
Road, Hongkong, merchant; Chung 
Ching Man, 9 Briar Avenue, Hongkong, 
merchant. The Sportsmans Arms— 
Keepers of a restaurant; Capital, 
45,000; 1 Cornwall Avenue, Kowloon; 
Cyril Thomas Eager, 1A Kimberley New 
Street, Kowloon, merchant; Margaret 
Eager, 1A Kimberley New Street, 
Kowloon, married woman. General and 
Travellers’ Credit Corp.—To handle 
credit and loan; Capital, 2 million; 
Subscribers: S. M. Churn, “Pinecrest”, 
Taipo Road, Kowloon, merchant; N. V. 
A. Croucher, 555 The Peak, Hongkong, 
share broker. Winchester—Importers 
and exporters; Capital, 50,000; ¢/o 
Messrs. Brutton & Co., Windsor House, 
Hongkong; Subscribers: S. Ng Quinn, 
6 Poshan Road, Hongkong, solicitor; 
David Szeto, 383A Canduit Road, Hong- 
kong, solicitor. Plaza—To operate 
ball rooms and restaurants; Capital, 
200,000; 149-155 Lockhart Road, Hong- 
kong; Subscribers: Lee Ming Hang, 46 
Wyndham Street, Hongkong, mer- 
chant; Lo Yuen, 81 Blue Pool Road, 
Hongkong, merchant. The Hualpai Co. 
—Shipowners; Capital, 250,000; 601 
Marina House, Hongkong; Subscribers: 
D. Brittan Evans, 17 Shek O, Hong- 
kong, solicitor; F. G. Nigel, 35 Deep 
Water Bay Road, Hongkong, solicitor. 


Lalchand and Sons (Hongkong)— 
Importers and exporters; Capital, 1 
million; 20-Lee Yuen Street, . West, 


Hongkong; Subscribers: Pishu Dwarka- 
das Daryanani, 23D Robinson’ Road, 
Hongkong, merchant; Bhagwan Udha- 
ram Mirchandani, 23D Robinson Road, 
Hongkong, merchant. 
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THE POLITICAL ARITHMETIC OF HONGKONG 
(Continued from Page 196) 


value of invisible earnings as a fraction of income 
to only 20%, 


(iii) The present rate of population growth 
may decline, which would reduce the necessary rate 
of income growth below the assumed 4% p.a. 
Although this seems to be a very unrealistic assump- 
tion, it must be stressed that any decline in the 
current high rate of population growth would be 
beneficial to the increase of material welfare of the 
Colony. The current rate, already exceeding 3% 
per annum, is very high and some limitation of this 
expansionary tendency might be considered. 


On the other hand, invisible earnings as a frac- 
tion of income may have to become larger than the 
above calculated 25% minimum owing to the 
following reasons: 


(i) The necessary minimum rate of income 
growth may have to be far above the assumed 4% 
p.a. should there be a continuation of the influx of 
population from China. This is a most important 
consideration. As mentioned before, the 1948-1950 
influx of refugees brought into Hongkong not only 
labour but also capital and entrepreneurial skill. 
However, any new influx of population from Com- 
munist China would not be accompanied by capital. 
Thus, putting aside humanitarian aspects, the 
Colony’s policy should be not to allow any further 
immigration from the Mainland. This is, in fact, 
what is being done now. /Pursuance of this im- 
migration policy is an obvious prerequisite for the 
future economic progress of Hongkong. 


(ii) The capital/output ratio may well in- 
crease to 8 or 4 with a change in the nature of invest- 
ment, There are signs that the Colony’s infrastruc- 
ture, flexible as it was during the first postwar de- 
cade, has been stretched to such an extent that con- 
siderable investment for the purpose of developing 
it may become soon an inevitable necessity. But 
if the capital/output ratio increases to, say, 4 then 
invisible earnings would have to amount, ceteris 
paribus, to 65% of the national income.* 


So far we have been concentrating only on in- 
visible earnings, assuming the absence of inflow of 


* Instead of discussing this possibility in terms of rising 
capital/output ratio reference could be made to the 
necessity of taking into account capital widening and/or 
deepening. 
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capital from abroad and the usual ceteris paribus 
clause. There is, of course, no reason to retain 
these assumptions: 


(i) A substantial reduction in the necessary 
rate of invisible earnings would be possible if Hong- 
kong were to receive further injections of capital 
from abroad. Although some inflow of capital 
into the Colony in the years to conie cannot be ex- 
cluded it is difficult to make any prediction. 
Throughout the whole first postwar decade the 
Colony has been a refuge for Far Eastern investors 
and there are grounds to believe that it will con- 
tinue to perform this role. So far, however, th: re 
has been no specific effort to ensure this flow. It 
seems that more attractive rates on bank deposits, 
development of investrnent trusts, finance corpora- 
ticns, building societies etc. could be important ele- 
ments in attracting more capital from abroad. 


Gi) This leads further to the conclusion that,. 
if necessary, the Government may play an impor- 
tant role in the mobilisation of capital; the transfer 
of the Government’s overseas investment into the 
Colony would be of great importance, the possi- 
bility of floating Government loans abroad should 
not be excluded, and an internal loan would help 
considerably to mobilise idle money and re-direct 
speculative funds. 


(ii) Of minor importance, although growing 
with time, may be the decline in the volume of 
transfers to China. A large part of these transfers 
consists of family aid and it would be reasonable 
to assume that as time goes on family ties between 
people in Hongkong and on the Mainland will gra- 
dually become less binding and the internal socia} 
cohesion will increase, 


Finally, the Colony’s invisible earnings them- 
selves might well grow through an increase in the 
income from the numerous entrepot activities, ship- 
ping, aviation, insurance, banking, etc. The deve- 
lopment of Kai Tak airport and the expansion of 
local aircraft companies may be important elements 
in this respect. The expansion of tourism also seems 
to be one of the most promising lines for increasing 
the Colony’s invisible earnings. 


To conclude, there is a variety of reasons for 
optimism regarding the economy of Hongkong, 
assuming the continuity of its present political 
stability. But much depends on how the future 
economic policy will tackle the main problems pre- 
sented above. 
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ARGUMENT IN PEKING’S “UNITED FRONT” 


(Continued from Page 198) 


crawled he did not, for he is not that type. Party leftists 
asserted that the criticisms were not the invited result 
of Chairman Mao’s demand that all schools should contend 


and of Party criticisms that the intellectuals were backward 
in coming forward, but the consequence of some plot to 
unseat and uproot the Party. That was sheer nonsense. 


A few angry men undoubtedly felt the country would 
be better off without the Party dictatorship and some coali- 
tion system under which the non-Communist elements would 
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get some small share at least of power as well as duty and 
office, but most of the critics merely said what they and 
almost the whole nation was thinking. But all the critics 
have now been branded “vightists’. Under Stalinism that 
meant their lives would be forfeit, but under Maoism it 
means ostracism and all it means unless they recant. But 
feeling is really still too high in the country to permit 
of harsh revenye on the critics without incurring the very 
fears which lay behind the whole rectification campaign 
which first assailed the Party leaders during the intense 
shock of the Hungarian ani Polish uprisings. Then students, 
soldiers, peasants and miners turned for the first time on 
those who had made such constant and confident use of 
them against others. 


General Huang Shao-hung, one of the most respected 
of the powerful Kwangsi clique under the Kuomintang re- 
gime, and the last of the Nationalist Government negotia- 
tors with the Communists, also had to appear before a 
private meeting of fellow-members of the NPC because 
of his criticisms last March of the inadequacies of China’s 
legal system, which the Communists had destroyed, and of 
the way in which the Party leaders scorne | the Standing 
Committee of the NPC, despite its high constitutional 
position, and almost boycotted its sessions. 


But the Party leftists chose the right moment to hit 
back, for they know that the country simply cannot afford 
anything but strong and resolute Government at this stage, 
and that the alternative to Party dictatorship is Military 
Dictatorship. The economic system itself does not permit 
of the existence of the kind of real and free democracy 
that still survives in the free world, until the completion 
of industrialisation and modernisation. 


Dr. Lo Lung-chi made the significant suggestion that 
the Standing Committees of the People’s Congress and of 
the CPPCC should establish special machinery of a United 
Front nature, to inspect the deviations during the past 
“terror”? movements, the sanfan and wufan and the sup- 
pression of counter-revolutionaries. It would at the same 
time provide a guarantee that people who dared to “bloom” 
and “contend” would not be subject to attack and retalia- 
tion. Dr. Lo considered such machinery should be set up 
at once. Too many people are still afraid to speak up 
owing to the deviations during the “anti’? movements. No- 
body could guarantee that after the present movement there 
would be no retaliation. People who were unjustly treated 
in the repression campaigns could not get redress. Their 
petitions went up to the top and were sent back stage by 
stage to the lower levels again. Some new members of 
the CCP were talented anil experienced; but many other 
new men were not and could not easily win the confidence 
of others. Moreover they were sometimes conceited and 
self-complacent. The rapid development of the Party also 
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led to the appearance of many untrained in dialectic ma- 
terialism and even elements who opposed Socialism. He 
added that the term “steady progress’ seemed to have been 
forgotten and in 1956 especially the work carried out in 
the whole country was “adventurously rapid.” 


General Lung Yun, former Governor of Yunnan, cover- 
ed quite a wide range of topics in his criticism. Among 
other things he pressed for a reduction in the number of 
Han cadres in the organs of the national minorities, saying 
already complaints were heard that minority nationalities 
practice autonomy but the Han cadres became the masters. 
A number of minority cadres had been fostered and they 
should become masters. 


Mme. Ho Hsiang-ning criticised the responsible cadres. 
in the Overseas Chinese Affairs Commission who are Party 
members. She said she was responsible for the work of 
the Commission, and during the past seven years had re-: 
peatedly stressed production activities among dependents. 
of overseas Chinese, the organisation of overseas returned 
Chinese and overseas returned refugees for production for 
self-salvation, and the promotion of the writing of letters. 
by dependents of overseas Chinese to their kinsmen abroad 
to publicise conditions in the country. Though she might 
have repeated these matters scores of times, her wishes. 
had not aroused attention. She was especially dissatisfied 
with the Director of the General Office of the Commission, 
Chang Kan-cheng. Sometimes some overseas Chinese 
wanted to see her, and though she explained she would 
see them even when ill since they had come from thousands. 
of miles away, Chang still prevented the callers from seeing 
her. Cases of encroachment and corruption connected with 
remittances from overseas were never brought to her until 
she had got to learn about them by chance and asked for 
them repeatedly. 


Teng Chu-min criticised the very bad job done in educa- 
tion on the united front. Too many people, both Party and 
non-Party, assumed airs as soon as they became officials, 
showed no concern for others and lacking in friendly feel- 
ings. He also criticised the united front department for 
uniting only with the living and not uniting with the dead. 
One dead man who had not been properly united with was 
Tao Hsing-chih. He considered it not right to deal Tao a 
dying blow because of the criticism of Dewey’s pragmatism 
and the film “Life of Wu Hsun.’”’ He was pained over the 
thing and asked for a revaluation of Tao Hsing-chih. 


Non-Party people holding posts but lacking any au- 
thority was another grievance duly ventilated. The veteran 
K.M.T. leader Shao Li-tzu, while commending the CCP for 
the way it had commemorated Mr. Sun Yat-sen, said general- 
ly not enough had been done in society in respect to the 
late revolutionary leader. 


